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make this your year 
of investment recovery 


HAT have you done— 

what are you doing—to 
establish your investments on a solid foundation 
that will insure your participation in the economic 
recovery and business expansion of the new year 
upon which we have entered? Now is the time to 
take definite action, for enough is determinable re- 
garding the nearby future to justify a decision as 
to which of your pet stocks and bonds should be 
held, which would better be disposed of without 
further ado—and what issues should be added to 
your portfolio. 


The investment outlook is always a mixed one 
in even the most prosperous eras and that is why 
the average investor—who must devote the major 
part of his time and thought to his active business 
interests—runs the risk of interpreting sporadic 
speculative movements as indications of the longer 
term trend. 


Your Own Investment Laboratory 


To serve those investors who cannot give their 
full time and attention to the study of current 
investment data and their interpretation in terms 
of security dollars-value, the Financial World 
Research Bureau is available. It is your invest- 
ment laboratory. Investors whose portfolios are 
registered with us for direct, personal supervision 


are guided in a program prepared especially for 
them. Portfolios existing at the time the investor 
enrolls are analyzed and after a thorough consid- 
eration of every factor in the client’s individual 
situation we suggest the exact revisions necessary. 
From time to time thereafter, as conditions dictate, 
the portfolio is adjusted to the constantly shifting 
outlook. There are no group advices, nor any gen- 
eralized printed circulars. Every recommendation 
is a special, individual suggestion, fitting into your 


-- program, and designed to maintain your portfolio 


You retain your securities in 
Our position is strictly that 


in proper balance. 
your Own possession. 
of investment counsel. 


Enroll Now for Personal Supervision 


Enroll now as a client of the Research Bureau and 
let us guide you in building up or recovering your 
capital and in increasing or regaining your income. 
You will find the procedure simple, for it has been 
perfected by years of concentration on the problem 
of investor-guidance. You merely register with us 
the complete list of your securities with their cost, 
provide us with all the necessary data regarding 
your resources, requirements and objectives, and 
then follow the direct, positive recommendations 
as they come to you. The cost is moderate— 
$100 for a full year of supervision; and there 
are no “extras.” 


zz FINANCIAL WORLD RESEARCH BUREAU 


For complete information clip and mail the coupon printed below—or write a letter if you prefer. 


Txe FINANCIAL WORLD RESEARCH BUREAU 
53 Park Place, New York, N. Y. 


1-24-34 


Please send me your pamphlet that explains (without obligation to me) how your personal supervisory 


service would assist me to adopt a progressive investment program. 


I enclose a list of my investments 


(showing the number of shares and their original cost) to guide you in telling me just how The Financial 
World Research Bureau will help me to build up my capital and increase my income. 
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YITH the exception of one week 

in December, the steel industry 
is now running at a higher rate of ac- 
tivity than at any time since last Octo- 
ber. Ever since the general industrial 
upswing began early in 1933, this in- 
dustry has displayed remarkable recu- 
perative powers. Current indications 
are that substantial further gains are 
ahead of us in coming months. In the 
light of this situation, what of the steel 
stocks? Are they already ahead of the 
remainder of the market or should bet- 
ter business this year be reflected in 
further market progress? An analysis 
of the situation to appear in an early 
issue will contain suggestions for market 
action. 


general business revival, 
of course, benefits the railroad in- 
dustry as a whole, certain roads are so 
situated that their earnings are influ- 
enced to a substantial degree by devel- 
opments in specific fields. A number of 
these appear to have better-than-aver- 
age possibilities for earnings improve- 
ment during the current year, although 
their traffic characteristics are largely 
unknown to the average investor. A 
discussion of some of these individual 
lines and their securities is now being 
prepared for early publication. 


URRENT indications point to a 
C greatly enlarged volume of auto- 
mobile sales for 1934. While the motor. 
manufacturers themselves are naturally 
among the greatest beneficiaries, the ac- 
cessory companies also directly share in 
the business done by the auto pro- 
ducers. The question of volume is 
naturally important, but equally impor- 
tant is that of margin of profit. What 
of the prospects for this field -this year? 
Will rising automobile sales bring about 


larger earnings, and if so which com= ~ ~ 
panies appear to be best situated? 
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The 
Market Situation 


Declaration of monetary policies helps all 
markets — Business prospects materially 
brighten — Spring trade revival should 
occur earlier than usual—Gold stocks lose 
much of their speculative attraction. 


Tue dominant topic of conversation in the financial 
district during the week quite naturally was the Ad- 
ministration’s proposal for changes in the monetary 
system. Its inflationary possibilities were not over- 
looked, but neither was the lack of allusions to fiat 
money ignored, and the setting of definite limits of 
dollar devaluation has relieved the business world of 
one of its biggest recent worries. Thus, monetary 
developments together with clear indications of con- 
tinuing business gains provided a highly encouraging 
background for market prices. ; 


Wane a rousing bull market would have de- 
veloped just the same if the President’s message had 
been definitely of more inflationary character, the 


rising prices then would have been a result of a flight © 


from the dollar. No such incentive prompted the rise 
last week, but instead it reflected relief at the passing 
of most of the monetary worries of the last nine months 
and the well founded anticipation of a healthier busi- 
ness situation to result from assurances of dollar stabil- 
ity. With stabilization rather than further drastic 
monetary depreciation now the Administration’s policy, 
bonds naturally were helped along. Much of the 
theoretical market handicap to price progress by fixed 
income bearing issues has now been removed, and this 
type of security is again in a favorable position. The 
most attractively situated bonds are to be found in the 
secondary obligation classification; many of these issues 
still have considerable distance to travel before they 
attain levels that would adequately reflect their coupon 
rates and the earnings position of the issuing corpora- 
tions. Aside from the currency factor and its effect 
on bond prices, the banks have piled up a huge amount 
of excess reserves with little current indication of any 
significant change in the situation in the near future. 
The result should be a further period of very easy 
money rates, and this can normally be counted upon 
to provide additional tonic to bond prices. So far as 
Government bonds are concerned, it’ seems unlikely 
that any material price weakness will be seen in this 
section of the list with the Treasury ready to step in 
at any time with supporting orders. 
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Wane doubtless faced with moderately higher 
operating costs during coming years, the fundamental 
position of the rails and utilities also has been ma- 
terially helped by the declaration of monetary policy. 
Gold stocks, on the other hand, have had much of their 
speculative attraction removed, although they appear 
now to be guaranteed a price of at least $34.45 an 
ounce for their output as against the $20.67 price that 
has now become historic. The boost in the value of 
their product seems to be fully reflected in the market 
price for their stocks, and the gold group is likely to 
lose much of its recent market popularity. So far 
as commodities in general are concerned, increasing de- 
mand therefor and rising business activity are the fac- 
tors needed for a healthy development of higher prices, 
and with the way now paved for further trade expan- 
sion the fading of inflationary threats may be regarded 
with equanimity. 


Corrent developments are uniformly working 


in a direction that improves the position of the owner 
of securities that have been selected on an intelligent 
basis. One after another, obstacles to a lasting busi- 
ness recovery that should extend over the years have 
been removed and the outlook for satisfactory profits 
from trade and industry now seem brighter than at 
any time for years. Stock prices are determined by 
prospective earnings, and thus price reactions that may 
develop from time to time may well be utilized for 
further acquisitions of promising issues. 


a THE STOCKOMETER 
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Week of January 10 to 17: The trend of the Stock Average 
continued upward during the week with a sharp gain in the num- 


ber of Issues Traded. The Volume of Sales showed the greatest 
expansion since September, 1933. 
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The Trend 
Things 


Digest and inter pretation of current 
business and financial developments 


Of all the countries that have aban- 


Currency doned the gold standard during the past 
Stabilit several years, the last nation to do so has 

J been the first to take steps to fix definite 
Nearer limits within which a return to gold shall 


be accomplished. The Administration’s 
ideas seem now to be veering away from a commodity dollar, 
hinting at hopes for international monetary agreements, 
but the establishment of a range of 50 per cent to 60 per 
cent of the original dollar together with the reiteration of 
“the prerogative of government to determine from time to 
time the extent and nature of the metallic reserve” still 
leave the door open to a managed currency. In any event, 
it is clear that management will be the order for some 
time to come, but the nation can take confidence from the 
imposition of definite limits governing the changes in the 
dollar’s gold content, a step that has gone a great distance 
toward removing uncertainty concerning the future value 
of our money. 

Long term contracts can now be entered into with the 
full knowledge of the possible maximum fluctuations in the 
value of the dollar, and with a rebirth of confidence we 
are quite likely to witness in coming months a tremendous 
repatriation of funds that had been sent abroad for “safe- 
keeping.” The amount of such funds that found refuge in 


the French franc is not known, but any substantial return - 


of funds from that country to the United States would 
(unless export embargoes are to be erected to prevent it) 
result in a significant addition to France’s difficulties in 
adhering to the gold standard. Thus for a number of 
reasons the latest Washington monetary development should 
materially hasten the return of the entire world to currency 
stability. Of course, the return to this country of the 
estimated $2 billions total of expatriated money will mean 
that investment channels therefor must be found, with the 
inevitable result of a highly beneficial effect on our price 
level. 


The exact profit to the Government as 


Disposition a result of devaluing the dollar will of 
Gold course be determined by the gold content 

of that is later to be decided upon, but on the 
P ro fit basis of a 60-cent dollar the profit would 


amount to $26 billions. Previous expec- 
tations had been that a credit of approximately that amount 
would be set up in favor of the Government on the Federal 
Reserve’s books and, many hoped, used to extinguish a 
like amount of debt. Actually, $2 billions will be used to 
set up a stabilization fund to keep the dollar from fluctuat- 
ing over too wide a range in the foreign exchange markets. 
Although this fund will be $200 millions larger even than 
that of Great Britain, it is not unlikely that it will be 
needed to keep the dollar from rising (in terms of foreign 
currencies) to unwanted heights. As stated above, the 
return flow of expatriated funds will probably assume 
significant proportions, creating demands for dollars, and 
a new valuation of the dollar at even the upper limit of 
60 cents may find our monetary unit priced too low. It is 
worthy of note that with the Treasury’s $34.45 gold price 
should mean a 60-cent dollar abroad, whereas the dollar 
actually is quoted several cents above that level. Thus is 
reflected the fact that our dollar is intrinsically worth a 
great deal more than the price we put on it. 


General business continues to expand 

Business at a very gratifying rate with improve- 
Resival ment so widespread—industrially as well 
as geographically—that competent observ- 
Expanding ers are led to the conclusion that the nat- 
ural forces of recovery are having more 
to do with the situation than is the Government’s program 
of large expenditures. With spring revival promising 
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to get underway far ahead of the time it usually puts in an 
appearance, removal of much of the uncertainty that has 
existed concerning the dollar can hardly have any other 
effect than that of further accelerating the movement. One 
of the greatest obstacles to a lasting recovery has now been 
largely removed, and revision of the new Securities Act in 
such manner as will facilitate the raising of capital needed 
for the heavy industries (instead of looking to the Govern- 
ment for the mohey, as is the case now) is about all that is 
needed to complete the foundations on which can be built 
the return to normal business activity in coming years. 
Most workers who are now unemployed are from the 
ranks of the heavy capital industries. While employment in 
the consumers’ industries is by no means up to its usual 
levels, it is to the heavy goods field that attention must 
now be directed. Four years of depreciation and obsoles- 
cence have built up an actual need for new equipment and 
facilities that will take months to fill. Thus the market is 
there, and workers are available. Long term commitments 
can now be entered into with confidence, and all that re- 
mains is to revive the machinery for raising needed capital. 


In any period of recovery from severe 

Dividend . business depression, criteria other than 

Gales that of yield are necessary for the selec- 
tion of common stocks for even long term 
Ahead retention. Following a number of years of 
booming business and advancing markets 
extremely low yields usually signal the approach of a major 
price correction, but in times like the present the factor of 
yield loses much of its usual significance. Just as dividend 
reductions lag behind earnings declines, increases follow 
by a number of months earnings gains. And of course 
prospective earnings constitute the largest single influence 
in determining market prices. Satisfactory yields, i.e. 
average returns of around five per cent or so on current 
market prices, are impossible of attainment from a list of 
representative common stock issues at the present time. 
The common stock investor must be content with compara- 
tively meagre returns for a number of months to come, 
realizing that dividends will be increased as past earnings 
warrant and thus again afford him adequate rental on 
his capital. 

The thirty industrial stocks used in one prominent market 
average, at last week’s prices had an average yield of only 
three per cent for the group as a whole, yet in the main 
these issues are of a type which every investor should hold. 
Only five of the stocks yielded five per cent or more, and 
nine are without any dividend payment whatever. Accord- 
ing to one recent compilation, 50 industrial companies which 
report quarterly covered their dividend payments in the 
three months ended last September, the first time since 
the middle of 1930 that earnings had exceeded payments. 
Further earnings gains in coming months should result in 
substantial additions to the ranks of the 60 or more com- 
panies that have revised their payments upwards since 
January 1. 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 


verage of 1925-1928 — 100 


Jon. Feb. Mor. Apr. Moy June July Aug. Sept. Oct. Nov. Dec. 
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60 1934 * V 60 
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THB COMPONENTS. This is an unweighted index of five sensitive 
series of industrial activity ; new building contracts, electric power 
production, automobile output, steel mill activity, and merchan- 
dise miscellaneous and less-than-carload freight traffic. Adjust- 
ments have been made for normal seasonal variation, and the 
average for the four years in 1925-1928 is used as the base. 
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Current Monetary 


An internationally known financial authority and a framer of the Federal Re- 

serve Act, Dr. H. Parker Willis explains why as a practical economist he feels 

that, while rising prices and general improvement may be ahead, they will not come 

merely as a result of changes in our monetary structure. Although written before 

the President’s message of last week, the arguments advanced by Dr. Willis have 
thereby lost none of their logic—-THE EDITORS. 


N THE current discussions of a 
[ monetary policy for the United 

States, the question is frequently 
asked: What is the objective of our 
Government in making the innova- 
tions of practice and theory that have 
of late attracted so much attention? 
To this question no reply has been 
given. It is unfortunate that there 
should only have been an assertion of 
intent, through the statement that the 
commodity price level is to be restored 
to equality with that of 1926, and 
without any official assignment of 
reasons for making such an effort; but 
such is the case. 


The Five Premises 


In the absence of any such official 
announcement as has just been sug- 
gested, the inquirer must content him- 
self with what he can learn from com- 
parisons of semi-official outgivings or 
incidental remarks of those in au- 
thority, or from inferences to be drawn 
from utterances on other, though allied 
topics. From such a comparison and 
analysis, it appears: . 

(1) That the Administration at 
Washington thinks it desirable that, 
instead of variations in prosperity 
among the people, all should be 
“reasonably prosperous.” 

(2) That a serious obstacle to the 
restoration of prosperity is afforded 
by present low levels of prices; due 
to their effect in intensifying the 
burdens of debtors, and in discourag- 
ing business men in their undertakings 
by reason of continuously falling price 
levels. 

(3) That prices may be raised, to 
the advantage of the country, through 
depreciation of the currency; and that 
the obstacles named above thus re- 
duced or eliminated. 

(4) That the price level of 1926 
represents a period which may well be 
taken ‘as the objective of the new 
Policy. 

(5) That when currency deprecia- 
tion has resulted in restoring the level 
of 1926, it will be possible to keep the 
dollar “stable” at that level, through 
“management.” 

These premises as the basis of the 
official policy, are all easily substan- 
tiated by analysis of public utterances 
of qualified persons now high in politi- 
cal authority. They evidently rest 
upon or assume three fundamental 
ideas, which, if found wanting, can no 
longer serve as the acceptable basis 
for the proposed policy. These ideas 
are as follows: 

(1) That the price level of 1926 was 
a desirable or normal one. 

(2) That it is practicable and de- 
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sirable to restore the price level of 
1926, through currency depreciation. 

(3) That a “managed currency,” or 
“stable dollar,” is in some way more 
equitable than the gold dollar hereto- 
fore employed. 

Let us examine these assumptions. 

The year 1926 was not, for the 
debtor or “depressed” classes. of the 
community, a particularly fortunate 
period, Complaint was then constant, 
on the part of the farm population, 
although it was drowned in the general 
cry of “prosperity,” and the politicians 
paid relatively little attention to it. 
Prices were then falling, and had been 
falling for some time. They fell 
further, some four points or more 
after 1926; and before the panic of 
1929 (from 1920 to 1929) they had 
fallen fully 100 points as compared 
with postwar high. Other commodi- 
ties moved in a similar way. The 
farmer’s troubles were not due to fall 
in prices, but to the fact that his prod- 
ucts soon after 1926, began to fall out 
of proportion to other goods. This was 
a special condition due to the uneco- 
nomic nature of the farming situation. 
It will not be remedied by changes in 
the monetary system and there is no 
good reason for so believing. If such 
changes be influential, they will be 
likely to act more or less evenly upon 
all prices. At all events, the studies 
that have been made of recent years 
give no ground for believing that cur- 
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finds no scientific warrant 


rency depreciation will start farm 
prices upward, sooner and more effec- 
tively than it will start other prices. 
There is nothing in the restoration of 
the 1926 level of average prices that 
would assist the farmer or the debtor 
in the slightest degree. Such an aver- 
age, if restored, would be better than 
the present level only if commodities 
were altered in relation one to another 
more favorably to the “depressed 
classes,” within the general average 
or aggregate, and for such a change 
there is, as seen, not the slightest 
reason in currency depreciation. In 
fact, there is abundant reason for the 
belief that the level of 1926 could not, 
and should not be attained and held, 
for it was certainly a purely transi- 
tiona] or transitory level. It did not 
represent a balanced or “normal,” 
“equilibrium” in our economy. 


Controlled Inflation? 


As to the question whether currency 
depreciation of a deliberate sort can be 
employed and used, like a tool, so that 
price levels advance, or recede, as de- 
sired, and then stop at a given point— . 
the notion of “controlled inflation”’— 
there is no ground in experience for so 
believing. Thus far, there has been 
no success in the few countries which 
are supposed (somewhat doubtfully) 
to have attempted such a proceeding. 
British prices (domestic level), as 
shown by the British Board of Trade 
figures, are very nearly where they 
stood in September, 1931, when the 
depreciation policy was undertaken. 
Sweden has had no success, as recent 
studies made on the spot by capable 
economists have shown, in directing her 
price level satisfactorily. Nowhere 
else is there experience at al] warrant- 
ing the view that other countries have 
succeeded in any such scheme. In the 
United States, the advance of prices 
by about 17 per cent (wholesale), 
said to have occurred since the begin- 
ning of the present year, has been 
effected by including such commodities 
as wheat, cotton and others whose 
prices are internationally fixed. Omit 
them, and the price level, domestically 
stated, will be found to have advanced 
hardly at all. The price level has, if 
anything, fallen very slightly since the 
gold buying policy of the autumn was 
embarked upon; and there is no war- 
rant for the thought that there will be 
greater success in the future as a re- 
sult of this ill-starred undertaking. 
The purchase of silver at a price above 
the market—like the corresponding 
purchases of gold—will be merely a 
bonus to the mine-owner and can have 
no influence of direct or measurable 
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character upon the price level of com- 
modities in general. 

These are brief summaries of condi- 
tions, which for the most part are 
statistically verifiable, did space and 
time permit. A brief and summary 
article like the present permits no such 
reference at length to statistics, and 
compels adherence to the bare facts 
of the situation as seen by the writer. 
One phase of the situation, as viewed 
from the standpoint of theory, deserves 
further attention. This is the abstract, 
or general, question of currency “man- 
agement.” Suppose, for the sake of 
argument, that it were true that cur- 
rency depreciation of the kind that is 
being attempted in the United States 
today could, in fact, do what is asked 
of it, and could bring about a readjust- 
ment of all prices to the changing 
price of gold. Suppose further that 
such use of the currency for a non- 
currency purpose—that of redistribut- 
ing wealth—were warranted (neither 
of these assumptions having, according 
to the present opinion, any scientific 
basis but being taken merely to clarify 
the argument) would this prove a real 
corrective of the economic conditions 
that have been complained of? Evi- 
dently the reply to this question must 
be in the negative, since there will 
have been by the terms of our sup- 
position, no change in the general 
economic conditions surrounding the 
price-making function. Unless we 
suppose that the changes of prices 
which have occurred in recent years 
were in no respect affected by what is 
called “mass production,” by invention, 


and by other equally important fac- 


tors, we must suppose that the same 
factors which led to the distortion of 
the price level that gave rise to the 
interference of the Government in the 


erideavor to raise prices will continue . 


at work. If they do so continue, then 
the change of prices back to the level 
of 1926 will have to confront the oper- 
ation of the same forces which drove 
it away from that level to start with. 
The answer is that currency “manage- 
ment” may then be relied upon to hold 
the price level “steady.” As to this, 
it should be noted that the statement 
merely begs the question again. There 
is no experience to warrant such an 
assumption, either in the United States 
or abroad, and there is much of recent 
years tending to work against such a 
supposition. At best, the notion repre- 
sents a debatable field in financial 
theory. Restoration of the price level 
of 1926 accordingly, if attained, would 
require constant tinkering of the sort 
which {we have for the moment as- 
sumed) had succeeded in bringing back 
the 1926 level. In other words, con- 
stant government interference and con- 
stant variation of the price level would 
be the outcome of the experiment even 
under favorable conditions. 

Finally, the third premise considered 
above as implicit in the whole pro- 
posal, demands attention. Does the 
policy now advocated—a stabilized 
dollar which theoretically returns to 
the creditor the same control over 
commodities he originally borrowed— 
realize the “equity” at which it 
nominally aims? Only if we assume 


the existence of a static world, ip 


which there is no invention, no indus- 
trial progress, no cheapening of me. 
chanical processes, but in which from 
generation to generation costs of pro. 
duction remain the same. In such a 
world, there would, however, be little 
need of dollar stabilization since there 
would probably be’ little variation in 
price. In an active and progressive 
world, in which great inventions follow 
one another with rapidity, and in 
which there is constant alteration of 
cost of production, as well as constant 
development of new articles of con- 
sumption, it is clear that the stabi- 
lized dollar would not realize equity or 
anything like it. A dollar, with the 
same control over goods that existed 
in 1834, would buy many things that 
no one today wants, and would have 
no relation to many that constitute 
important portions of present con- 
sumption. It would be perhaps the 
most inequitable dollar that could be 
devised. 

To sum up the situation: The mone- 
tary policy known as the “commodity 
dollar,” which is a phase of the gen- 
eral philosophy of managed currency, 
has no scientific warrant behind it. It 
is not-supported by the best economic 
opinion of the day, and has no suc- 
cesses of practice behind it. It does 
not bear examination in the light of 
theory, and has no statistical support 
on its side. At best it is an experiment 
in a field where all precedent as well 
as all logic is opposed to the success 
of procedures such as those the United 
States is now pursuing. ; 


Wall Street Facing More Reforms 


Part four of a series of articles discussing needed Wall Street changes 


stock brokerage business in this 

country is the customers’ man. 
In Great Britain and in France he is 
virtually unknown. The customers’ 
man is the “drummer-up” of orders. 
Supposed to be the contact between 
the client and the firm, he derived 
his earnings from the commissions 
earned on the trades made by his 
accounts until criticisms of his free 
lance methods forced the Exchange in 
deference to the public interest to curb 
his operations. Under the present 
rules customers’ men must now be em- 
ployed on a strictly salary basis, and 
are not permitted to speculate on their 
own account or accept discretionary 
orders. To this extent the reforms in 
controlling customers’ men have had a 
salutary effect. 

But whether these reforms have 
gone far enough to satisfy our political 
solons—at present imbued with the 
Crusaders’ spirit to protect the public, 
van not be determined. 

It is conceded that the cus- 


aN INSTITUTION peculiar to the 


tomers’ men contributed con- 
siderable to the _ speculative 
debacle of 1928 and 


1929. Having nothing 
else in mind but earn- 
jing commissions, their 
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main object was to pile up these profits 
irrespective of whether the client prof- 
ited or not. Many of the customers’ 
men also became the willing tools of 
rapacious and unscrupulous speculators. 
They accepted outside commissions and 
calls on stocks—indirectly bribes—in 
order to help operators to unload their 
undesirable securities. The average cus- 
tomers’ man was ill qualified to advise 
the purchase and sale of securities. 
He usually has no fundamental knowl- 
edge of a business that requires the 
most intensive study. 

An account to him was an account, 
whether or not the customer was 
financially able to see his trade 
through and the net result of this in- 
tensive and careless drumming up of 
business was that people who had no 
place in the speculative market were 
drawn into gambling on shoe strings. 
We know of some pathetic results of 


following customers’ men’s advices. One 
that stands out prominently and has 
its parallel in many other communities 
is that of a widow and her daughter 
who had inherited a substantial for- 
tune in bonds, willed to them for their 
protection, all of which was finally lost 
through the urgent recommendation by 
a customers’ man to place these funds 
in common stocks. That advice would 
not have been so bad had it not been 
accompanied with the advice that the 
securities should be used as collateral 
for the purchase of still other: securi- 
ties. When the collapse came these 
babes in the speculative woods were 
completely wiped out and have since 
been charitable charges on _ their 
friends. In this instance the cus- 
tomers’ man was actuated merely by 
the commissions he could earn. 

The more a customers’ man could 
induce a client to trade in and out, the 
larger was his compensation. Such 
lax methods could not help but breed 


evils. To a certain extent that channel 
for profit is closed to the cus- 
tomers’ man but inasmuch as 

his salary depends on the vol- 

ume of his business the 

temptation to encourage 

f overtrading still remains. 

= (Please turn to page 95) 
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A selection. of 
four attractive 
utility stocks. . 


months have made the in- 

vesting public extremely 
chary of all public utility se- 
curities. At-once a cause and 
an effect has been the extremely 
disappointing. market action of 
all utility issues except the high- 
est grade first mortgage bonds. 
During the year 1933, all stocks, 
other than utilities, listed on the 
New York Stock Exchange en- 
joyed an appreciation in market 
value equal to 63 per cent. The 
67 electric and gas utility issues 
listed on that exchange, however, 
were in the aggregate $1.1 billion 
lower at the year end than on 
January 1, representing a decline 
for the year of approximately 30 
per cent. This decline was fos- 
tered by anti-utility sentiment 
which found expression in de- 
mands for rate reductions, public 
ownership and more stringent 
regulation and legislation in- 
creasing operating costs and 
taxes. While little actual damage 
was inflicted upon the utilities them- 
selves by such political measures, the 
program was not such as to inspire 
confidence of investors and during the 
greater portion of the year the utility 
market was definitely in favor of the 
buyer. 


Finns of the past twelve 


1933 Gains 


The statement that the utilities were 
not materially injured by the anti- 
utility political measures of last year 
is supported by the fact that output 
of electrical energy last year recorded 
a gain of 4 per cent over the previous 
year, by the pronounced increase in 
revenues and profits of the larger 
number of operating companies and 
by the substantial improvement in 
financial condition of nearly all com- 
panies. Although this latter develop- 
ment was accomplished at the expense 
of common and preferred stockholders, 
the long range effect should be con- 
structive and in the stockholders’ best 
interests. 

Thus a purely statistical survey of 
the electric power and light industry 
for the past year supports the conclu- 
sion that on the basis of intrinsic value 
the shares of electric utility companies 


The Electric Utilities 
What Investment 


Policy Now? 


are entitled to higher market ap- 
praisals today than a year ago. But 
other factors demand recognition, the 
most important of which have to do 
directly or indirectly with the public’s 
attitude toward the right of private 
enterprise to do business in this field 
and at a fair profit. If ultimate public 
ownership of this business is to result 
from the “drive” against the utilities, 
no statistical incentive could justify a 
position in the shares of these com- 
panies. On the other hand, if the re- 
cent demonstration against the utilities 
can be interpreted as a mere “spank- 
ing” for past derelictions and a warn- 
ing against recurrences, and that, the 
series of punishments has run _ its 
course, then some optimism concerning 
the future outlook would seem war- 
ranted. 

As to public ownership of this busi- 
ness, it appears doubtful that this is 
desired by the great majority of 
citizens or even by those in the ascen- 
dency in the present Administration. 
Proponents of public ownership have 
been given full opportunity to test 
their theories by an indulgent Admin- 
istration. The results should more 
completely demonstrate the superiority 
of private ownership and management. 


What can be said as to the 
“knuckle-rapping” policy which 
has characterized the present 
Administration’s attitude toward 
the electric utilities? 

Until the course of government 
in this country points more defi- 
nitely away from the Left, no 
hard and fast predictions can be 
offered as to progress of our 
regulated utilities. But events 
of the past few weeks seem to 
offer some faint hope that the 
cycle of anti-utility legislation is 
nearing completion. Despite the 
great power to do injury to the 
private utilities which is held by 
the PWA, no more than $25 
millions of its $3.3 billions have 
been allocated for competing 
utility plants. That hardy thorn 
in the side of the utilities, the 
T.V.A., has lately assumed the 
réle of a friendly colleague 
rather than a cut-throat com- 
petitor in agreeing to purchase 
and lease private power facilities 
in the Muscle Shoals area in- 
stead of constructing duplicate faciii- 
ties. A few days ago President Roose- 
velt voiced an opinion embracing 
railroad and utility financial policy 
which warrants highly constructive 
interpretation as it is the first definite 
indication we have had since Septem- 
ber, 1932, that he has not been won 


‘over to the public Ownership idea. 


There likewise appears to be some 
mitigation of rate agitation in various 
sections of the country and also the 
ardor of many municipalities appears 
to have perceptibly cooled toward the 
municipal ownership idea. 
Operating vs. Holding Companies 
While more optimism concerning the 
utilities is warranted now than at any 
time during the past year or so, full 
allowance must be made for the 
vagaries of politics and a full measure 
of caution must still be exercised in 
respect to utility securities. This is 
particularly true of the holding com- 
pany issues, as these companies have 
not completed the gauntlet of political 
attack and a further interval will be 
required before the moderate improve- 
ment in operating results will be re- 
flected in earnings available for their 


COMPARATIVE STATISTICAL STUDY OF FOUR OPERATING UTILITIES 


———Capitalization Earning 
Capita Per Share of , 
Bonds Pfd. Common 1932 Annual Recent Curr. 
Company: (000) Shs. Shs. (000) 1931 1932 *1933 Dividend Price Yield 
Commonwealth Edison...... $195,781 None 1,611,421 $7,424 $10.40 $6.24 $4.25 $4.00 48 8.3% 
Consolidated Gas of Baltimore 63,198 226,632 L, 167,350 9,603 5.20 4.29 3.90 3.60 58 6.2 
Detroit Edigon.............. 134,000 None 1 ‘272, 260 11,650 8.98: 5.21 5.20. 4.00 70 5.7 
Eiwia'e ex 210,175 1,609,349 5,503,193 36,385 3.85 3.35 3.00 2.80 38 7.4 


* Estimated. 
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equity issues: However, 
whose investment requirements pre- 
scribe utility -representation, moderate 
commitments in the equities of sound 
operating companies would appear 
warranted at the present time. 

In this group, the shares of such 
companies as Consolidated Gas of 
Baltimore, Detroit Edison, Common- 
wealth Edison and Public Service of 
New Jersey, appear attractive, both 
from the standpoint of income return 
and capital appreciation potentialities. 
The three former companies are 
strictly operating concerns, serving 


for those 


Baltimore, Detroit and Chicago, re- 
spectively, with electricity. They are~ 
all upon a friendly footing with the 
regulatory agencies of those states and 
appear to be firmly entrenched against 
possible local political persecution. 
Although Public Service of N. J. is 
at present involved in a rate con- 
troversy, the weight of evidence ap- 
pears in favor of the company, despite 
the fact that .some moderate conces- 
sions might ultimately be made as a 
matter of public policy. As the com- 
pany’s earnings are definitely on the 
uptrend, such reductions as might be 


v 


4 Caterpillar Tractor — 


agreed upon should easily be absorbed 
if business betterment continues. Al. 
though Public--Service of N. J. is, 
strictly speaking, a holding company, 
it operates unified properties located 
exclusively in the state of New Jersey, 
The company’s common stock is com. 
paratively “close to the properties,” as 
subsidiary capital structure constitutes 
only 43 per cent of consolidated capi. 
talization. Its capitalization, however, 
provides sufficient leverage to: influence 
common stock earnings favorably dur. 
ing an extended period of rising reve. 


‘nues and earnings. 


A New Construction Beneficiary 


= HE monthly record of earnings 

| progress of Caterpillar Tractor 

t covering the year 1933 reveals an 
. almost uninterrupted trend of improve- 
ment since the spring of last year. 
During the initial months of the year 
’ the company was occupied in reducing 
‘losses but in July operations yielded a 
‘ moderate profit and in the succeeding 
‘period to November 30, consecutive 
monthly gains were made in all but 
one month. Just how far the company 
travelled on the road to recovery in 
1933 is revealed by the earnings re- 
port covering the month of November. 
In that month a net profit of $177,833 
was shown, a gain of 115 per cent over 
October, contrasted with a loss in 
February, 1933, of $167,430, and an 
average monthly loss of $96,000 for 
the first half of the year. Although 
a loss of $470,765 was sustained in 
the first six months of last year, all 
but $43,260 of this had been elimi- 
nated as of November 30 and it ap- 
pears probable December operations 
placed the company definitely in the 
black for the full year. 


Roed Building Prospects 


Nearly all divisions of the company’s 
business responded to the betterment 
of the final half of last year. How- 
ever, the sharp and sustained improve- 
ment may be ascribed almost in its 
entirety to better conditions within the 
construction industry in this country 
and resultant expansion in demand for 
power machinery. This is particularly 
true of the road building field which 
the company serves with a complete 
line of equipment. The nucleus of the 
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company’s business is the crawler type 
tractor, production of which is con- 
trolled through basic patents. Other 
machinery turned out by Caterpillar is 
designed primarily to be used in con- 
junction with its tractor unit. Sup- 
plemental machinery includes a fairly 
diversified line of farm implements, 
produced either directly by Caterpillar 
or by farm machinery producers. 


Financial Position Strong 


Caterpillar Tractor has the distinc- 
tion of having paid dividends to com- 
mon stockholders in every year since 
organization in 1925, although all or a 
substantial portion of disbursements in 
each of the past three years were paid 
from surplus. Despite the fact that 
during the past three years $7 millions 
were paid to common stockholders from 
surplus, the company still enjoys: a 
good financial position. At October 31, 
1933, total current assets amounted to 
$23.3 millions, of which $7 millions 
represented cash or equivalent which 
alone was more than nine times total 
current liabilities. Net working capi- 
tal of $22.5 millions was equal to $8.63 
per common share, after deduction of 
bonded debt of $5.3 millions. The only 
capitalization ahead of the common 
stock is $5.3 millions convertible gold 
notes which fall due April 1, 1935. 
Originally issued in the amount of $10 
millions in 1930 to refund bank debt 
incurred in making plant additions in 
1929, these notes are gradually being 
retired through open market purchases 
which ‘amounted to $1.6. million in 
1932 and $1.5 million in ‘the first ten 
months of 1933. 


The three chief markets of Cater- 
pillar Tractor are agricultural, road 
building and export. All three mar- 
kets have been stimulated in one way 
or another by agencies of the Govern- 
ment during the past year. ‘In the 
road building field the grant of $400 
millions of Federal funds for highway 
construction and improvement promises 
materially to increase activity and buy- 
ing of road building equipment over 
the next few months. The Govern- 
ment’s price lifting efforts coupled with 
more direct agrarian succor has in- 
creased purchasing power of our rural 
populace and the improvement in farm 
machinery sales should gather momen- 
tum over the current year. In the 
export field devaluation of the dollar 
and recognition of Russia have con- 
structively influenced sales of the 
company’s products abroad. 


Earnings Continue Improvemen 


For the five months ended November 
30, 1933, the company reported earn- 
ings of $427,495, equal to 23 cents per 
share, or at an annual rate of about 
50 cents per share. Continuation of 
the recent rate of earnings improve- 
ment during 1934 should result in 
realization of profits substantially in 
excess of this figure. As it is indicated 
that directors plan to reduce bonded 
debt materially with cash on hand and 
possible earnings accruals, stockholders 
may be required to exercise some 
patience in the matter of larger divi- 
dend payments but on the basis of 
probable earnings improvement the 
issue appears to have definite longer 
term speculative possibilities. 


THE FINANCIAL WORLD 


Charts and How to Use Them 


The seventh of a series of articles covering the interpretation of stock price movements 


PART VII 


TRIANGLES 
By H. M. GARTLEY 


Author of “Working Tools for the 
Trader,” “Analyzing the Stock Mar- 
ket,” “Stock Market Studies,” ete. 


LL observant traders and inves- 
tors are familiar with the fact 
that on frequent occasions in 

the market, prices swing in a steadily 
narrowing range, finally almost ceas- 
ing to fluctuate. In such movements 
a line drawn across the tops inter- 
sects a line drawn across the bottoms, 
forming the pattern known as a 
triangle, which may be seen on al- 
most any chart of price changes. 

The common triangular pattern develops from left to 
right, beginning with a mark-up or mark-down, followed 
by gradually narrowing fluctuations and ending in small 
price changes which roughly form an apex. Less com- 
mon patterns, which are commonly known as reverse 
triangles, begin from an apex of narrow fluctuations 
and end with sharp and extended movements. The third 
side of the triangle is much more irregular than the 
two sides drawn across high and low points and in most 
instances is not of great significance. 

The regular type of triangle appears in three main 
classifications. First are the 
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apex is reached. Occasionally prices 
may move from the apex in a 
straight line, but in these instances 
the horizontal trend is extremely 
temporary. Like almost all natural 
phenomena, triangles develop in 
countless ways, very seldom being 
exactly alike. Also, in many cases 
the pattern is highly irregular. Tri- 
angles may occur at tops or bottoms 
and in up or down trends, and may 
be of any of the three main types. Proper technical 
knowledge and experience are requisite to develop the 
acuteness necessary to determine which formations are 
important and the patience to await definite indications. 

Volume of trading has an important bearing upon 
the study of triangles, as in the case of other “working 
tools.” There is almost an exact sequence of volume 
characteristics connected with each trianglar pattern. 
In the initial sharp advance or decline, forming the third 
or left side of the triangle, volume increases sharply 
to a peak, while prices rapidly oscillate to and fro on 
short-interval indexes in un- 


ascending or flat-topped tri- 
angles, formed from a rising 120 
demand area which converges 
with a horizontal supply area. 
Second are the descending or 
flat-bottomed triangles formed 
from a declining supply area 
which converges with a_hori- 
zontal demand area. Both these |!09 
types are often known as right 
angle triangles. Lastly, there 
are symmetrical triangles which 90 
form from a declining supply 
area converging with a rising 
demand area. 80 
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Triangle Types 


70 
An important variety of the 


symmetrical triangle is the 

dynamite triangle, so-called be- 6 on. 
cause it practically always pre- A ane: 6,100 
eedes an explosive movement. 18/600 


This triangle, which develops 
most frequently in the minor 
trend and in a comparatively 
brief time, is always very 
obtuse or blunt. Occasionally 
it may be of the ascending or 
descending type. 

All three of the principal 
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SHOWING SERIES OF LIQUIDATING TRIANGLES 


usually wide movements. A 
clearly discernible downtrend 
takes place from the volume 
peak, with trading activity 
drying up as the triangle ap- 
proaches its apex. Supply and 
demand usually reach a point 
of equilibrium at the apex, 
with buyers and sellers with- 
drawn from the market to 
await new impetus. As a 
normal and true breakaway oc- 
curs, volume increases sharply, 
giving a reliable indication of 
the coming trend. More often 
than not, false movements away 
from the apexes of triangles are 
accompanied by no more than 
moderately increased volume. 


COMMON STOCK 


Significance of Triangles 


H5 When a triangle develops in 
4 a composite average and is con- 
firmed in the various group 


averages, it is naturally ap- 
r2 parent in patterns formed in 
| the individual stocks comprising 

the group. Important triangles 


seldom develop in _ individual 
stocks without being simultane- 
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classifications of triangles (as- 

cending, descending, and symmetrical) occur in all three 
trends, like all technical phenomena which are suffi- 
ciently dependable to be used as working tools. As is 
the case with most other technical factors, triangles 
which appear in the intermediate trend have proved to 
be of the greatest importance. All these main types 
of triangles can be discerned on Chart 7. 

A slight majority of triangles occur during trends 
and therefore can be considered continuation formations. 

The balance appear at tops or bottoms and hence 
can be classified as reversal formations. The reversed 
triangle is almost always the pattern of a reversal in 
trend. 

Major trend triangles usually form in a period cover- 
ing three to five years. Intermediate trend triangles 
usually require from 30 to 120 trading days to develop, 
although some form over longer periods. Minor trend 
triangles occur in from 8 to 15 trading days, but minute 
triangles covering only two or three hours are often 
seen on short interval charts. The “dynamite” triangles 
frequently are of two to five days’ duration, although 
there are a few instances where they formed on a much 
larger scale. 

Many triangle formations are not perfect examples. 
Frequently a breakaway in prices takes place before the 
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ously apparent either in the 
market as a whole or in stock groups. The market 
character of individual stocks is often discernible from 
the size and shape of triangular patterns formed on 
their charts. Triangle study of individual stocks is 
most useful to the technical student in enabling him 
to use his working capital to the best advantage by 
selecting stocks likely to reflect most fully the coming 
move. 

While still the subject of considerable debate, the 
most logical explanation of triangles appears to be that 
they represent periods of uncertainty during which im- 
portant economical and statistical factors influence 
almost all buyers and sellers, including pool operators, 
to withdraw gradually from the market. As a result, 
fluctuations narrow down and volume of trading dimin- 
ishes until a new impetus enters the market, often as 
the result of news which is interpreted as important 
marketwise. 

If buyers predominate during the formation of a 
triangle, the pattern is an ascending one, whereas if 
sellers predominate, a descending triangle is formed. 
In case the influence of buyers and sellers is about 
equal, a symmetrical triangle results. 

Some authorities have attributed triangles entirely to 
manipulation or pool operations. However, this seems 
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unreasonable, since in addition to their appearance in 
the intermediate trend they develop over a long period 
of years, and it is difficult to regard rationally the major 
and intermediate trends as purely the result of manip- 
ulation. On the other hand, while some technicians 
are confident that the underlying causes of triangles 
have reasonable economic and statistical explanations, 
they have been unable as yet to bring forward positive 
concrete proofs of a direct correlation between funda- 
mentals and the formation of triangles in more than 
a few cases. 

Short covering may confidently be considered as 
partly the cause of the advances forming the back- 
ground or third side of the triangles in the uptrends. 
The force of liquidation, likewise, contributes impor- 
tantly to forming the background of triangles in down- 
trends. 

The comparative size of triangles and the time oc- 
cuplied in their development usually govern the impor- 
tance of the subsequent move from the apex. The larger 
the pattern, the bigger the movement is likely to be. 
Exception must be made in the case of the small, blunt 
formations previously referred to as “dynamite” tri- 
angles, which are characterized by subsequent move- 
ments of explosive force, furnishing some of the most 
profitable opportunities which are available to technical 
students. 

Triangles may form in a series, with several occurring 
consecutively and gradually shaping into one large tri- 
angle. Ascending or descending triangles often contain 
symmetrical triangles of smaller dimensions within their 
patterns. There are also less numerous cases wherein 
several minute triangles develop within any of the 
three major types. Due to the fact that their upper 
and lower sides are limited by supply and demand areas, 
they often, like the latter, form at approximately the 
same levels in the market over periods of time. Gaps 
frequently occur at the apexes of triangular patterns. 
In addition to their appearance during trends, triangles 
often form at tops and bottoms and are hence related 
to these latter phenomena. Reverse triangles are char- 
acteristic of the formation known as a broadening top. 

Triangles, like other market phenomena, are condi- 
tioned by the trend in which they occur. Ascending 
triangles in a bull market are more often than not 
succeeded by advances, and conversely, descending tri- 
angles in a bear market are more frequently succeeded 
by declines. Symmetrical triangles may be succeeded by 
either advances or declines, but the subsequent moves 
are more likely to be in the direction of the dominant 
trend. The view held by some authorities that ascend- 
ing triangles always presage advances and descending 
triangles declines has been definitely disproved in a 
number of instances. In the 1921-29 bull market, dur- 
ing which there were no important cases of intermediate 
descending triangles, both ascending and symmetrical 
triangles were followed by notable advances. On the 


other hand, the 1929-32 bear market provided a number 
of instances where triangles of all three types were 
followed by declines. On Chart 7, all three types of 
triangles are shown with subsequent declines in each 
ease. Careful research has failed so far to provide 
any dependable basis for invariable rules as to the 
exact relation of any of the three types of triangles to 
succeeding movements. 

If an intermediate or minor movement has run for 
some time and any type of triangle forms, it is apt to 
be a reversal formation. But if a triangle forms after 
a comparatively brief movement in trend, it usually in- 
dicates continuation. Symmetrical triangles are more 
often continuation patterns. The triangle of greatest 
importance in solving the question of when to buy or 
sell is the intermediate type, which is always visible 
in the composite averages as well as in groups and in- 
dividual stocks. However, this development may be 
more pronounced in various group averages, in which 
ease the current relative importance of such groups 
marketwise should be taken into consideration by the 
technical student in determining the direction of the 
subsequent move. In addition, triangles formed by 
various groups or stocks do not always break out 
simultaneously, and the technical student soon learns 
that there is an opportunity to operate in those groups 
which move first, and then switch to some other group 
which has not yet broken away but seems ready to do 
so. This is of especial value during selective markets. 

The problem of false moves confronts the technical 
student in the case of triangles, as with supply and 
demand areas, and is the greatest single problem in 
connection with triangle phenomena. In the preceding 
article, false moves, how to recognize them, and what 
defenses can be used against them were rather fully 
discussed and they will be referred to here only briefly. 
False advances and declines are one of the most im- 
portant forms of the well-known “shake-out,” which 
often precedes a notable movement. Their occurrence 
in triangular patterns is in the neighborhood of the 
apex. Failure of volume to increase materially is the 
most definite indication of a false move, which rarely 
runs very far and soon reverses in the direction of the 
true movement. There is no perfect defense against 
false moves. 

Triangles are among the most important of all market 
phenomena because almost without exception they are 
succeeded by sharp and often notable price movements. 
To the informed technical student, who understands 
triangle study and intelligently interprets the meaning 
of these patterns, triangles offer one of the most reli- 
able opportunities for profit. 
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The succeeding article will proceed to the study of 
gaps and their interpretations. 


Atlas Tack Afterthoughts 


HE Atlas Tack jiggle, the background of which 
| was first exposed by THE FINANCIAL WORLD in its 
December 20, 1933, issue, has since been sufficiently 
thoroughly investigated to permit the contemplation of 
this malodorous manipulation in broad perspective. The 
salient, and at the same time, most unfortunate con- 
clusion to be drawn from the whole sorry story is that 
the officials of the New York Stock Exchange once again 
refused to lock the barn door until the 
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dent investigation was continued, and the disturbing 
reports which had been received were confirmed. After 
the break, an official of the Stock Exchange is reported 
to have admitted that the market for Atlas Tack had 
been under scrutiny by the Exchange authorities for 
several weeks prior to the break. While it may be 
conceded that adequate reasons of policy prompted the 
“technical denial” of knowledge of an abnormal market 

in this stock made to a representative of 


horse had been irretrievably stolen. 

About ten days before the collapse in the 
market for Atlas Tack, a representative of 
THE FINANCIAL WoRLD consulted with re- 
sponsible officials of the Stock Exchange 
and was informed categorically that the 
Exchange was not aware of “anything 
sour” in the market for this stock. Never- 
theless, THE FINANCIAL WORLD’s indepen- 


this publication, the excuse for inaction of 
the Exchange seems far from adequate. 
This excuse was contained in testimony of 
the Chairman of the Business Conduct 
Committee at the public inquiry held by 
the New York State Attorney General. It 
was a statement that the Exchange’s inves- 
tigation did not bring to light any “wash 
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New Plans for 
the ’Frisco 


* 


The 1932 readjustment plan for this road 
has been formally abandoned, and prelimi- 


nary steps are now being taken to effect a much 
more drastic reorganization. 


donment of the 1932 readjustment 

plan for the St. Louis-San Fran- 
cisco Railway Company had _ been 
clearly foreshadowed, but the formal 
recognition of the many changes in the 
general economic situation and the 
road’s status since the time when it 
was first advanced helped to clarify 
the situation. Although the committees 
for the various classes of security 
sholders held more than the two-thirds 
of the outstanding securities under the 
deposit agreement as required by the 
railroad reorganization sections of 
the revised Federal bankruptcy laws, the 
plan was doomed by the evident oppo- 
sition of the Interstate Commerce Com- 
mission and the RFC. The former 
must approve all plans for railroad 
financing; the latter’s position as a 
large creditor of the ’Frisco gives it 
what practically amounts to a_ veto 
power over projected reorganization 
plans. In addition, large financial in- 
stitutions holding substantial blocks of 
bonds declined to cooperate. 


[on announcement of the aban- 


The Old Plan 


The readjustment plan was first pub- 
lished in July, 1932, after the ICC 
had handed down a decree to the effect 
that approval of further advances by 
the RFC depended upon the formula- 
tion of a plan for reduction of the 
’Frisco’s fixed charges, which were 
deemed to be excessive. Although the 
top-heaviness of the road’s bond capi- 
talization had by that time been gen- 
erally conceded, the ICC’s action was 
widely criticized in view of the fact 
that a number of the commission’s de- 
cisions in fairly recent years had con- 
tributed materially to that condition, 
notably the one which permitted the 
conversion of a substantial amount of 
the funded debt dating from the last 
previous reorganization from a contin- 
gent interest to a fixed charge status. 
The discussion on this point was 
largely academic, since the road’s 
financial difficulties were of a magni- 
tude which made the subsequent re- 
ceivership inevitable. 

On November 1, 1932, the St. Louis- 
San Francisco was placed in receiver- 
ship, but the readjustment plan was 
not abandoned. In fact, it was declared 
“operative” (a phrase which sometimes 
has little or no practical meaning) at 
the same time, and it was stated that 
one of the motives of the management 
in assenting to the receivership was 
the desire to force the “hold-outs” into 
line. After the amendments to the 
Federal bankruptcy laws were enacted 
last March it was decided that the 
readjustment managers could proceed 
with their efforts to carry out the 1932 
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plan under the railroad reorganization 
sections of the amended statutes, and 
in May a change to bankruptcy status 
was effected, but the two receivers who 
had operated the road since the pre- 
aeding November were continued in 
office. ICC hearings on the readjust- 
ment plan in July brought out so much 
opposition from the RFC and other in- 
terested parties that clear indication 
was given that the mere fact of com- 
pliance with the provisions of the 
Bankruptcy Act would not be sufficient 
to assure success of the plan. 
Numerous objections to the readjust- 
ment plan were advanced by different 
interests. The most serious one was to 
the effect that it was merely a “morato- 
rium” which would have no permanent 
beneficial effect, since it would actually 
increase the road’s funded debt, 
whereas a reduction in the bond cap- 
italization was clearly desirable. Rep- 
resentatives of the RFC criticized the 
plan as “amounting to a five-year 
bridge, leaving the ultimate financial 
fate of the road to be determined.” 
Many bondholders took the position 
that stockholders should be called upon 
to provide new capital as a prerequi- 
site to participation. (The plan called 
for no “assessment.”) Prior lien and 
consolidated mortgage bondholders 
both complained that the other class was 
to receive unduly liberal treatment. 
Continuance of cash interest payments 
to bank creditors while bondholders 
were being deprived of cash return 
was a popular target for disapproval. 
On the first of September, 1933, the 
RFC applied for the appointment of 
permanent trustees in bankruptcy for 
the ’Frisco to facilitate the formula- 
tion of a new plan of 
reorganization. Ap- 
proval of this appli- 
cation really marked 
the end of the old 
plan. Although the 
former receivers took 
over the offices of 
trustees, their status 
changed. It had been 
charged that, in their 
earlier status, they 
had been to a large 
extent under the in- 
fluence of the 
stockholder inter- 
ests, but as trus- 
tees in bankruptcy 


they must account primarily to the 
creditors which, of course, includes the 
bondholders. Since the old plan had 
been practically a dead letter for sev- 
eral months, the main significance of 
the recent announcement of abandon- 
ment lies in the fact that representa- 
tives of the financial institutions which 
had constituted the opposition have 
been added to the reorganization com- 
mittees, signifying a strong probability 
that all parties concerned will now join 
in a common endeavor to work out an 
acceptable reorganization plan. Depos- 
iting security holders who fail to give 
notice of withdrawal before January 
27 are presumed to consent to con- 
tinued representation of their interests 
by their respective committees. 


The RFC's Influence 


The RFC is still to some extent an 
uncertain factor. As a large creditor 
the corporation will undoubtedly have 
to be consulted, and failure to obtain 
the RFC’s approval might result in 
delays or even the collapse of pro- 
jected plans. However, there does not 
appear to be any grounds for expecting 
that the RFC will unduly complicate 
the reorganization unless it insists 
upon the consummation of a merger 
with some other system as part of the 
reorganization process. At the ICC 
hearings last July, representatives of 
the RFC advocated merging the ’Frisco 
with the Rock Island. This was under- 
stood to have been done upon the rec- 
ommendation of A. A. Berle, RFC 
special adviser on railroad affairs. At 
a meeting of the creditors of the road 
held last November, a comprehensive 
report on the status of the road, rec- 
ommending a merger with the Mis- 
souri-Kansas-Texas was_ presented. 
One of the authors of this report was 
J. W. Barriger, 3rd, chief railroad ex- 
aminer of the RFC and author of the 
“Prince Plan” of railroad consolida- 
tion. It is in line with the fundamental 
principle of that plan, viz., that of 
merging parallel systems and scrap- 
ping the less efficient mileage or chang- 
ing it to a status of purely local 
service. 

At the present time, there are many 
reasons for serious doubt whether 
either of these proposed mergers will 
be carried out prior to or concomitant 
with the ’Frisco reorganization. If 
either should eventually 
be effected, the Rock 
Island rail tie-up appears 
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more probable. The November RFC 
report on the road, although recom- 
mending a merger with the M.-K.-T., 
contains much which suggests advis- 
ability of continued operation of the 
system as a separate unit. The fol- 
lowing quotations seem especially sig- 


nificant: 

“The problem of the ’Frisco has been 
entirely one of finance. his is no 
exaggeration, in spite of the fact that 
the more obvious but essentially super- 
ficial diagnosis of its present plight 
is the traffic losses resultant from the 
depression. Had Atchison, U.P. or 
C.B.&Q. been forced to support, through 
the years, a capital structure as exces- 
sive in relation to Interstate Commerce 
Commission valuation and normal 
earning power as that of the ’Frisco, 
these sound companies would prob- 
ably now, too, be in difficulty.” 

“Measured by every test, ’Frisco has 
shown commendable ability to hold 
traffic and convert its revenues into 
operating profits.” 

“The physical property is well de- 
veloped in relation to its requirements, 
it is in good condition and is well 
operated.”’ 


The emphasis laid in this RFC re- 


port upon the excessive and unbalanced 
capital structure, the insistence of some 
of the dissenters to the 1932 readjust- 
ment plan upon contribution of new 
capital by the stockholders, and espe- 
cially the attitude of the Interstate 
Commerce Commission, seem to give a 
reliable forecast of a much more dras- 
tic reorganization for the ’Frisco than 
that proposed in the “readjustment 
plan” of 1932. In the new reorgani- 
zation plan, the principal amount of 
outstanding bonds, except the under- 
lying mortgage issues, is practically 
certain to be scaled down, and there 
appears to be an equal degree of cer- 
tainty in respect to a contribution of 
new capital, or “assessment,” by pre- 
ferred and common stockholders as a 
condition of participation in the new 
company. Actual reorganization will 
probably be postponed until further 
substantia: improvement in general 
business conditions materializes, but 
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even a great improvement in the roads 
traffic and earnings would be unlikely 
to alter the present determination to 
effect a thorough reorganization which 
will bring about such a lasting im. 
provement in the company’s financial 
status as to make further receiverships 
unlikely even in times of financial 
stress. (The ’Frisco has been through 
six receiverships beginning with 1873.) 

Since these probabilities are liberally 
discounted in present market quota- 
tions for the bonds, the junior as well 
as the senior obligations appear to 
have some possibilities for recovery of 
part of their large market losses over 
the long term. However, anyone who 
speculates in these issues must be pre. 
pared to exercise a great deal of pa- 
tience while waiting the consummation 
of the reorganization. The preferred 
and common stocks are in a very weak 
statistical position and do not appear 
attractive even on a speculative basis. 


The Position of The Bond Market 
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Monetary Plans Help All Divisions of the Bond Market 


of the early reactions to the Ad- 

ministration’s gold program was 
the remarkable degree of uniformity 
with which all classes of bonds ad- 
vanced on the strength of the Presi- 
dent’s message. Every section of the 
market from U. S. Government obliga- 
tions to highly speculative reorganiza- 
tion bonds shared in the rally, and the 
early response of foreign bonds was 
also in the form of brisk gains. 
Secondary railroad bonds were espe- 
cially conspicuous, and the action of 
medium grade and speculative utility 
bonds provided a sharp contrast to the 
weakness and inactivity which char- 
acterized this division of the market 
during a large part of 1933. Among 
the industrials, special developments in 
many industries added to the impetus 
given by the monetary developments, 
and such groups as the steels, drugs, 
building materials, amusements and 
rubbers were especially buoyant. The 
averages showed the sharpest gains 
since early December. 

The uniformity of the response to 
the gold message may perhaps be 
ascribed to the degree of success 
achieved by the President in placating 
all shades of thought in the monetary 
controversy. The proposal to revalue 
the dollar at a point not higher than 
60 per cent of the old gold parity ap- 
pealed to the speculative element since 
it involves further depreciation of the 
currency. On the other hand, the de- 
finite indications of eventual return to 
the gold standard with implied rejec- 
tion of the commodity dollar theory, 
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Pir tte ea the most striking aspect 


and the limitation upon future fluctua- 
tions in the gold value of the currency 
unit mollified the conservatives and 
helped the market for Governments 
and high grade corporation bonds. It 
is now widely recognized that the 
eventualities most to be feared by the 
gilt edge bond market are extreme 
depreciation of the currency and 
break-down of Government credit. By 
closing the door to monetary theories 
of the extremely radical type, the 
Administration has greatly reduced the 
danger of either possibility material- 
izing. 

In respect to Government bonds, it 
is possible that the new gold policies 
may result in direct market support. 
The section of the gold bill creating 
the $2 billion stabilization fund em- 
powers the Secretary of the Treasury 
to use any portions of the fund which 
are not required for stabilizing the 
exchange value of the dollar for “in- 
vestment and reinvestment in direct 
obligations of the United States.” The 
extent to which use may be made of 
these powers in the future is a matter 
of conjecture, especially since it is not 
possible to foresee how much of the 
fund will have to be devoted to dollar 
exchange operations. But the exist- 
ence of the authorization is worth 
bearing in mind, particularly in view 
of the recent demonstration of the 
support provided by purchases by 
Government agencies at times when 
the market for Government obligations 
has been weak. In the first week of 
January, the Treasury purchased $44.7 
millions of Government securities in 


the open market, largely for the ac- 
count of the Federal Deposit Insur- 
ance Corporation. Substantial further 
amounts will doubtless be purchased 
for the account of the deposit insur- 
ance fund during the next few weeks. 

In spite of the improvement in the 
position of high grade bonds resulting 
from clarification of the monetary 
situation, the previously advised policy 
of confining commitments in large part 
to medium grade issues still seems 
best for the average investor. The 
new sources of support for the Gov- 
ernment bond market will probably pre- 
vent any severe decline in gilt edge 
issues, but the huge borrowing opera- 
tions of the Treasury will still tend 
to harden interest rates, which may 
prove to be at least a mildly adverse 
factor in the market for corporation 
bonds of the highest investment grade 
over the next few months. Although 
medium grade bonds have advanced 
sharply in recent weeks, most of the 
issues in this group are still selling 
in a price range where business im- 
provement is likely to be a more power- 
ful factor than higher interest rates. 


Che Investors’ Platform 


EFORE the investing public can 

feel assured of the existence of 

the fullest measures for _ its 
protection, THE FINANCIAL WORLD 
believes necessary, and it insists 
upon, the adoption of the essential 
reforms outlined in the following 
latform. The more insistent that 
nvestors are for the inauguration 
of these reforms, the more quickly 
will the day arrive when these 
safeguards will become a part of 
our financial structure: 


. Public Directors 
. Independent Audits 


. Standardized Reports 


. Trading Reforms 


. Independent Protective 
Committees 


. Full Publicity on Secur- 
ity Offerings 
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COLUMN 


Wuen is speculation not specula- 
tion? When it is gambling, into 
which pit it is apt to fall when it is 
practised blindly. That is the dis- 
tinction that should be clearly estab- 
lished in the minds of the people if 
they ever are to become intelligent 
speculators. Unfortunately, this train- 
ing has been sadly neglected. 


Beuteve it or not, but the fact 
that intelligent speculation is a rarity 
is well established by the tremendous 
speculative losses that have been sus- 
tained in our financial markets. An 
outstanding example of that was the 
collapse of the 1929 stock market 
boom, which disclosed that speculation 
had pyramided its operation to an 
unbalanced peak that needed only a 
slight wind to topple it over. 


Tuar boom violated one of the prin- 
cipal tenets of intelligent speculation 
—do not overextend your commit- 
ments. At that time the average 
speculator had become obsessed with 
the gyrations of stock quotations, had 
forgotten that current and prospective 
values depended principally upon earn- 
ings and the loaning rate of money 
and relied solely upon market quota- 
tions for his profit. 


Few could see beyond that period of 
blind staggers that there existed an 
unhealthy situation with stocks selling 
from thirty to fifty times their earn- 
ing power and borrowers willing to 
pay from two to three times the 
normal rental value of money to carry 
on their speculations. In addition 
thereto holdings were pyramided and 
re-pyramided. 
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THIS period speculation ran 
amuck, drawing into its vortex the 
usually intelligent element just as 


much as the unintelligent, and as a 
result it has drawn down upon itself 
the blame for the severity of the 
depression. 


Tue country went on a_ national 
gambling spree and has had to pay 
a severe penalty for departing from 
the principles of intelligent specula- 
tion. Yet this unfortunate experience 
should not be permitted to deprecate 
in our judgment the historical fact 
that no nation can be progressive with- 
out the application of intelligent and 
far seeing speculation. 


Oor of the seeds of speculation was 
born our railroad empire, an essential 
spoke in the wheel that materially 
helped to open new frontiers for our 
people; from it emerged the great 
motor industry that added billions to 
our national storehouse of wealth; 
from it grew the vast oil fields, and 
spurred us to new inventions—all of 


JANUARY 24, 1934. 


which in their 
embryonic 
state involved 
risks that only 
the specula- 
tors could ven- 
ture to incur. 


Ano that is what the term specula- 
tion implies: the taking of risks— 
risk which if intelligently weighed as 
to its probable outcome makes it worth 
being assumed by those who can afford 
to do it without jeopardizing their 
financial security. 


Ir Is wise and prudent to legislate 
against gambling, but in pursuing that 
course it is equally imprudent to place 
a curb against legitimate speculation. 
In so doing it is possible to place a 
clamp upon the courage of the in- 
dividual to assume natural risks— 
courage so much needed to promote 
new enterprises and aid established 
ones to expand further, since specula- 
tion is the principal souree through 
which such ventures can secure the 
necessary capital. 


Bur all the legislation that can be 
enacted will not prevent people from 
finding some outlet to that natural 
human aspiration to assume normal 
risks so as to be able to improve their 
material condition. History has re- 
peatedly demonstrated the futility of 
such preventive action. 


Specutation and its intelligent usage 
could be more properly forwarded by 
the process of education. To point out 
to an individual who depends upon in- 
come and salary that he is in no posi- 
tion to speculate without danger to 
himself and family will carry a greater 
impression than would be preventive 
law, for if that individual wants to 
act the fool he will find a loophole to 
practise his insanity. 


To TELL an individual he cannot with 
any degree of safety buy something 
on margin that he is in no position 
to protect in emergencies will carry 
more weight with an intelligent person 
than any law. Laws will not restrain 
him if he is bent upon gambling. 
Human nature will not be curbed, but 
the natural forces of progress can be 
restrained by efforts to save the few 
from their own folly at the expense 
of the many. 


Concress is set for some form of 
stock exchange legislation. It cannot 
be said there is not some justice in 
this intention, but our legislators 
should not make the mistake of bend- 
ing over backwards in an excess of 
puritanical spirit for speculation and 
its impulses are essential to the suc- 
cess of the President’s well planned 
national recovery program. 
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PASSING 


IMPRESSIONS 


By EuGene Katz 


The recognition of the United States 
Justifying Supreme Court that a national emergency 
th exists and that contract rights may be 
e modified for the common good fortifies 
President the authority of the President in his past 
and future decrees and places him in a 
position analogous to that of President Wilson in the war- 
time powers conferred on him. The question of the con- 
stitutionality of President Roosevelt’s acts to date assumes 
negligible importance in the light of this decision, which, 
though it has specific reference to the legality of a law 
passed by the Minnesota Legislature granting a mora- 
torium of two years on the payment of mortgages in that 
State, concerns itself in a broader sense with the emer- 
gency powers delegated to the President by Congress. In 
every decree that he has issued, evidently foreseeing the 
question of its constitutionality, the preamble has made 
Congress declare that a national emergency exists. In 
view of the Minnesota decision it is probable that the 
United States Supreme Court, until it believes conditions 
have unquestionably changed for the better, will con- 
tinue to uphold any status that is based on the emer- 
gency. 


The President need have little fear now that the law 
will stop him in any of his financial and economic adven- 
tures. His actions indicate that he has, in fact, never 
doubted their justice, their probability of ultimate success, 
or their constitutional legality. He has been self-possessed, 
assured and determined. He has restricted the vaunted 
powers of the Director of the Budget. After asking 
Congress for $10 billions of emergency money he asked for 
$2 billions more to guarantee farm loan bonds, for $1.166 

billions more to complete budget require- 


Further ments, and it is expected that he will soon 
E ask for $2 billions more to guarantee home 
mergency loan bonds, which are now guaranteed 
Expenses only as to interest. Many mortgagees 


have refused to accept them. With these 
additions to our national debt and others impending, it is 
probable that the total debt will reached more than $40 
billions by 1935, and yet on a per capita basis Belgium, 
Great Britain, France and Switzerland will exceed ours. 
In the final analysis, debt and kindred facts are unim- 
portant beside the greater problem of the national income 
and its correlative problem, unemployment. When most 
workers were employed our annual income was about $85 
billions; now we have ten million unemployed and it is 
probably less than $40 billions. If the expenditure of $15 
billions of Government money in the next two years starts 
idle machinery to whirring long hours, and if in the process 
some of the ten million find work, and if this in turn 
through the money they spend opens up still other enter- 
prises that put still other men to work, the resulting 
prosperity and the revenues accruing therefrom to the 
individual and the nation will overshadow what now seems 
a hopeless burden of debt. Meanwhile, it is well to remem- 
ber that no one can foretell with finality what the outcome 
will be. The earliest possible answer is at the end of the 
year. 
The months to come will be particularly poor for polit- 


ical agitators, as is indicated by the present indifference’ 


to Milo Reno, the leader of riots in the Iowa-Nebraska 
area. He thrived prodigiously on the general discontent 
until the Government sent money to his embattled farmer 
followers on some excuse relating to corn and hogs. They 
averaged $40 cash in hand per person and promptly de- 
serted Reno. It was more practical than the old promises 
of a full dinner pail, a chicken in every pot, or two cars 
in every garage. There was no gainsaying they actually 
had the $40, which often meant $240 to a family. The 
South and West, which have received the bulk of cash sub- 
sidies to date, have settled down to a firm faith in the 
President and to a belief that their own individual finances 
are safe for the immediate future. 
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It seems to be the turn of the bus and 
Better truck industry to be frightened of com- 


Railroad petition, though the transformation has 
sree taken a quarter of a century. Publica- 
Prospects tions representing. the highway carriers 


tell their readers not to be alarmed over 
the propaganda and political campaign directed against 
them, which they claim are sponsored by the railroads, 
but to be chiefly concerned with the quality of their pas- 
senger equipment, which will soon have to compete with 
the more commodious and faster new railroad cars. There 
are 45,000 motor vehicles in operation as public transports, 
12,000 of which are eight years old. As a matter of com- 
parison, there are 50,000 railroad passenger cars. The 
railroads employ one million men and the buses and trucks 
500,000. But the railroads have shown a remarkable re- 
vival since last spring, while the business of their chief 
competitor has declined. 

Kansas has passed a “port of entry” law requiring buses 
and trucks that do interstate hauling to pay registration 
fees and mileage taxes as they enter the State. A revenue 
of $500,000 a year is expected, which will be applied to 
maintenance of State roads. Sixty-three points on state- 
line highways have been designated as ports of entry. The 
increased cost of trucking should give the railroads enter- 
ing the State considerable new business. The main bene- 
ficiaries would be Union Pacific, Atchison and Rock Island. 
It is probable that the highway carriers will fight the law 
as being opposed to the principles of free and reciprocal 
interstate commerce. A further indication of the new 
trend of traffic is that twenty bus companies in New Jersey 
with total revenues last year of $8,284,163 had operating 
expenses of $8,343,579. Heretofore there had been large 
profits. 

The recent French scandal involving 

No One men in high places and which for a while 

ort threatened the resignation of the entire 
augns Cabinet, for suspicion pointed everywhere, 
Last must again convince the world that the 
United States has no monopoly of corrup- 
tion however much it may delight other nations to think so. 
It is indigenous to all countries, and the quality of the 
turpitude behind the corruption is universally the same. 
In the recent French instance, a former convict ran a mu- 
nicipal pawnshop, which is a serious business in France, 
and capitalized his assets of jewelry by the issuance of $40 
millions of bonds, including a strange and undetermined 
transaction in Hungarian bonds. The loss to the public 
was one hundred per cent complete. He saved his accom- 
plices by suicide. This followed the recent financial depre- 
dations of Mme. Hanau and M. Oustric, which cost French 
citizens nearly $100 millions and likewise involved poli- 
ticians in high governmental positions. 

But other countries cannot laugh unrestrainedly. In 
England the market collapse of 1930 followed the failure 
of an underwriting house for $200 millions, but all prin- 
cipals were in jail in a month. The scandals concerning 
Horatio Bottomley and Lord Kylsant, who both served 
prison terms for their defalcations, are still fresh, and it 
ean be said for England that justice there is summary 
regardless of the position of the accused. In Germany, 
the government’s East Prussian Relief Fund, known as 
Osthilfe and intended to finance the distressed small 
farmer, and the public gift of the Neudeck property to 
President von Hindenburg would have been major world 
sensations but for the fact that the present government 
came into power and muzzled the press. Enough was ex- 
posed in the Berlin papers by General Schleicher, rival for 
the chancellorship, to show that the large landowners, 
Junker noblemen and friends and neighbors of Hindenburg, 
took most of the money. Simultaneously it was revealed 
that Hindenburg paid no gift-tax on the Neudeck estate 
and that it was registered in his son’s name to avoid the 
inheritance tax. Public funds have been collected three 
times for repairs on the place. 
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Or Gossip a Customers’ 
Hears Around Broad and Wall 


Ar-conprt10n1NG goes royal with King George’s Buckingham Palace com- 
pletely equipped—but our hotel men had better look to their laurels with London 
opening its new Cumberland Hotel with 1,000 air-conditioned bedrooms. ‘ 
Jack Pelley’s New York, New Haven & Hartford will have something new for the 
public soon with a new streamlined train with air-conditioning built in, not 
added on. The Ides of March will have especial significance in Wall 
Street this year with some 7,000 customers’ men up for renewal of their con- 
tracts—and about the same time the question should be decided as to whether a 
customers’ man should be a salesman or an order-taker. Customers’ 
men have been one group which has been exempt from punching time-clocks 
since the Blue Eagle came to town—but are they executives? Speaking 
of the indigo fowl, have you seen the sign in the Broadway barber shop which 
says tritely, “We Do Your Part’? . And another application of the 
NRA is to be seen in several tailor shops, FRENCH DRY CLEANING. 


Wuy not have a name for it when somebody asks if there is anything the 
matter with business—here’s a list of new diseases concocted by the newspaper 
boys down in Washington: Johnsinsomnia, Tugwelts, Eastmainia, Moleytis, 
Berlesia, Farleytosis, Peekaralysis and Wallace-on-the-Knee. Inciden- 
tally, Secretary Wallace would do well to page a Margaret Sanger to apply 
some birth control among the cows—the bossy population of the country went 
to a new peak last year with a three per cent increase over 1932. Chase 
National has knocked over an other precedent by hiring Elihu Root, Jr., to sue 
its own former officers—and young Mr. Root is a top-notcher at getting the 
facts and making the most of them. . . Incidentally, Elihu Root, Sr., has 
just been elected a life member of the Sun Club, which has nothing to do with 
sun bathing. .. . 


Swirr & COMPANY substitutes gas for coal in heating its big Chicago packing 
plant, whereupon a group of bituminous coal operators refuse to eat meat— 
just another reason for becoming a vegetarian. Maybe, there is some- 
thing in that “57” after all—Heinz increased its payrolls by 57 per cent last 
year. . August Heckscher’s howl about Rockefeller Center swiping 
tenants followed the signing of Universal Pictures, Heckscher’s best tenant, to 
plenty of space in the R.C.A. building—next comes the American Cyanamid 
moving into Radio City on a 20-year lease. Silverites are cheered by 
the return of Rene Leon, who is the strongest advocate of international bi- 
metalism. . . . Speaking of bi-metalism, have you heard about bi-liquorism? 
—New York is said to be flooded with silver blend whisky (16-to-1 ratio). 

. Ex-President Hoover is expected to make a trip to New York soon— 


but not to look for the grass growing in the streets. . . . 


Jaxvany was the month in which Congress was supposed to start pulling pin 
eathers out of the Blue Eagle, but up to this moment there has been no sniping 
—Senator Borah, however, is expected to say something soon about the NRA 
fostering monopolies. . . . A recent survey of 40,000 women disclosed that 
92 per cent of the ladies thought the NRA was a good thing—they weren’t 
asked, “for what?” Speaking of good things, knee-action springs are 
a godsend to L. A. Young Spring & Wire, which has been trying to make a 
living during the depression coiling springs for biers (not beers). 

General Foods led the national advertisers in magazine lineage last year, spend- 
ing $2.8 millions—Standard Brands was second with $2.6 millions and Procter 
& Gamble third with $1.8 million. A. Stein & Company of “Paris” 
Garter fame is stretching its “adpropriation” for 1934 more than 50 per cent 
over 1932. Along the same line, Pittsburgh Plate Glass will spend 25 
per cent more for paint and safety glass adz .. . 


Racquereerinc is the new name for tennis since Al Capone has taken up the 
game at Atlanta. Among the unblessed events scheduled this week are 
the dividend meetings of Bristol-Myers, Affiliated Products, American Home 
Products and Lehn & Fink—a couple of dividend cuts here might raise a howl 
from the stockholders who are just waiting for a reason to say something about 
the new drug bill—a smaller dividend would tug well at their purse strings. 

. « Gene Tunney, the ex-heavyweight champ, will try another kind of 
boxing with the purchase of an interest in an Illinois distillery. . . . How 
would you like to sign Government checks?—the Postal Savings System may 
soon accept checking accounts at the rate of a one-cent stamp per check. 
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A NEW STAR 
RISING IN 
MOTORDOM 


a 

One well-known automobile com- 
pany is this year for the first 
time invading the low-priced car 
market. 

This field is highly competitive, 
but the rewards of success are 
very large. This company's new 
model has made a big impres- 
sion at the shows. Plans are being 
laid for increased production. 
The management is optimistic. 
Here is an extremely interesting 
stock. We have very carefully 
analyzed this situation in our 


current MARKET INDEX. 
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dure and methods in our booklet. Copy 
free on request. Ask for booklet K 6. 
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AMONG 


AND 


BEARS 


These reviews ware written immediately preceding closing time of this issue 
The ratings used in this department are taken from THE FINANCIAL WORLD Independent Appraisals of Listed Stocks 


American Radiator 4 — 

Sixty million dollars is the estimate 
of the price which the railroads will 
pay for the equipment and installation 
of air-conditioning on their trains dur- 
ing 1934. And with probably more 
than that to be spent for air-condition- 
ing homes and the various classes of 
public buildings, the outlook for the 
year in this industry is indicative of 
future improvement. American Radia- 
tor which through its several sub- 
sidiaries is one of the leaders in the 
field is planning to reopen its Bayonne, 
New Jersey, plant as a step in antici- 
pating the new demand for air-wash- 
ers, filters and allied equipment. This 
plant has been closed for some time 
because of the lethargy of new build- 
ing. 


Congress is not sold on the St. Law- 
rence waterway project and neither are 
conservative financiers, which is a 
strange meeting ground for opposing 
factions. 


Chrysler 4 

Although the first impressions of the 
new Chrysler and DeSoto were, on the 
whole, very satisfactory, some observers 
believed that Mr. Chrysler was perhaps 
taking too much of a gamble with his 
ultra streamlining, since the American 
public is not particularly given to the 
rapid adoption of style innovations 
which are somewhat conspicuous. 
However, the preliminary figures for 
1933 detail production and shipment 
of the company at approximately 
448,697 cars and trucks, and of this 
total Dodge and Plymouth accounted 
for 357,476 units, or 79.7 per cent. 
There were no drastic changes made 
in the new models of these two sub- 
sidiary companies this year, which re- 
main of a conservative appearance. 
Hence, the odds again seem to favor 
Mr. Chrysler, for he is experimenting 
with what were probably the least 
profitable units last year. Meanwhile, 
1934 production has started on a fa- 
vorable level, with reports of increased 
dealer orders. 


Retailers are looking for a successful 
January with prices up to 20 per cent 
higher than last year. 


General Motors 4 i 


The Silver Jubilee of General Motors 
which is being celebrated for obvious 
publicity reasons may go down in the 
company’s history as having more than 
one reason behind it. On the basis 
of the results of the New York Auto- 
mobile Show, which is usually a fair 
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indication of the sales trend for the 
year, it is being estimated that Gen- 
eral Motors will enjoy an increase of 
around 35 per cent in volume for 1934 
over 1933. With the profit for last 
year estimated at about $1.75 a share, 
a 35 per cent increase, if translated 
into earnings, would raise earnings to 
around $2.35 a share and this would 
justify an increase in the present $1 
annual dividend rate. 


Several mergers in the making are 
marking time for Congress. To merge 
or not to merge will depend upon cer- 


tain modifications of the Securities 
Act. 
Interborough 4 


The new Fusion Administration of 
New York City is bringing consider- 
able confusion to certain downtown in- 
terests who felt reassured that the 
five-cent fare was doomed. Now a 
leading spokesman of City Hall comes 
forward with the statement that all of 
the city’s calculations in regard to 
rapid transit unification are being 
based on a plan that will retain the 
nickel fare. Wall Street has a number 
of conflicting opinions regarding this 
announcement, however, because it is 
believed that Mayor LaGuardia is 
anxious to bring a unification of the 
traction lines without permitting stock- 
holders to make any extra profits on 
the deal. It is felt that Mr. LaGuardia 
is too astute a politician to antagonize 
the working classes by lifting the fare 
until more prosperous conditions pre- 
vail. On the other hand it is believed 
that the move to eliminate the pos- 
sibility of seven-cent fare from current 
discussions will prevent stocks such as 
I.R.T. and B.-M.T. from becoming 
speculative footballs. 


RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


COMMON 

American Agricultural 

D toD+ 
Collins & Aikman....... Cc toC+ 
Endicott-Johnson ........ C+toB 
Kaufmann Dept. Stores...C to C+ 
Lee Rubber & Tire........ Cc toC+ 
Manhattan Shirt......... D+to C 
Union Bag & Paper...... D+to C 
Warner Bros, Pictures....D to D+ 
Western Dairy Products 

PREFERRED 

American Power & Light $6.C to C+ 
American Power & Light $5.C toC+ 
Western Daily Products 


The more that is heard about recovery, 
the less there is heard about inflation, 


National Biscuit 4 me 

For the second consecutive year Na- 
tional Biscuit finds that it cannot eat 
its cake and have it. As was expected, 
the company failed to earn its $2.80 
annual dividend for 19338, reporting 
only $2.11 a share, against $2.44 a 
share in 1932. In commenting on the 
decline in earnings, President Roy E. 
Tomlinson blamed the reduction en- 
tirely on the decrease in sales volume. 
In looking to the future Mr. Tomlinson 
singles out the improvement in the 
distributing facilities of the New York 
plant as most likely to improve the 
company’s operating efficiency. At the 
expense of the New York Central Rail- 
road a new building is being con- 
structed over and around the elevated 
tracks which serve National Biscuit. 
The steel work is now being erected 
and it is expected that the building 
will be completed in June. By this 
means all of the New York plants will 
be connected by the railroad and thus 
shuttle trucks will be eliminated and 
savings in handling costs will be 
effected. 


The annual crop of unemployment 
estimates claiming that from two to 
five million men have returned to work 
in recent months is with us again. Pur- 
chasing power in the next few months 
should provide the key to the truth. 


Procter & Gamble 4 or: 

Part of the answer to the question, 
“what’s the matter with P. & G.?,” 
was to be found in the recent decision 
of the company’s directors not to in- 
crease the quarterly dividend of 37} 
cents, payable February 15. But there 
are other reasons for the recent weak- 
ness in the price of the shares. Con- 
ditions in the soap industry in general 
have not improved materially despite 
recent increases in prices. In contrast 
with the 20 per cent advance in selling 
prices, for instance, the price of raw 
materials used in soap manufacture 
has been lifted about 35 per cent thus 
contributing to a further reduction in 
the company’s margin of profit. With 
large stocks of soap still overhanging 
the market, there is some uncertainty 
as to whether or not recent price ad- 
vances can be maintained and already 
in a number of instances it has been 
found necessary to grant some rebates 
to dealers in order to meet the com- 
petition of smaller manufacturers. 
There is of course the possibility that 
the NRA code for the industry may 
straighten out the problem but until 
such time as prices are better stabil- 
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hat Every Investor Should 
ae About Market Action 


by A. W. Wetsel 


Know 


As indications that we have taken another constructive step forward continue to 
multiply and the upward market trend again is resumed, we receive many letters from 
puzzled investors seeking information about how to benefit by these newly created op- 
portunities . . . how to start rebuilding lost fortunes ... how to make profits today. 


OW, it has been our opinion, and we 
N have so advised repeatedly, that you 

do not need a bull market in order 
to protect your, holdings and make money, 
True, in a broad upward- market» more 
people become interested and action is more 
decisive. There is not the hesitancy nor 
fear that often accompanies a declining 
market or a sideways market. But through 
a sound understanding of market action, 
it is possible to safeguard your investments 
and take profits in all types of markets. 


Substitute Knowledge | 
for Indecision 


You have often heard the old adage that 
“anyone can buy but the profits come from 
knowing WHEN to sell.” That very knowl- 
edge is obtainable from the market itself. 


Security prices are human conclusions— 
the meeting ground of the buyer and seller. 
Therefore, if you are to gauge market ac- 


-tion, the human element must be considered 
_ as a controlling factor. 


Statistical information, while of vital im- 
portance, is not a conclusive guide. Time 
and again, in the last few months you have 
seen the market move in directly the opposite 
direction from the way in which statistical 
reports indicated it should move. As for 
instance, during the summer of 1932. Sta- 
tistically, the country was at its lowest ebb, 
yet the upward swing starting in July lasted 
for three months. In April, 1933, U. S. 
Steel issued the poorest report (statistically) 
it ever published and almost immediately 
(within a month) its common stock rose 
from 26 to 49. 


That is why we repeatedly state that 
security prices are controlled by factors 
within the market itself. Through constant 
analysis of these factors it is possible to pre- 
determine market action—to tell WHAT 
should’ be done to provide protection and 
enhance the opportunities for profit. 


Today with the market, again, attracting 
a constantly widening circle of buyers .. . 
with a great opportunity for profiting . . 
it becomes imperative to know in advance 


what you reasonably can expect to do and 


what should not be done. 


Two Ways to Know 


In order to gain that knowledge you can 
either devote much of your time to the sub- 
ject and reach your own conclusions, or, 
you can profit by the experience, knowledge 
and guidance of others. And this latter 
group may be divided into smaller groups. 


There are many who profess to be able 
to foretell market action. It is our sugges- 
tion, however, that in choosing such counsel 
you carefully analyze: 


(1) The methods used in forecasting 


(2) The record achieved by following 
those methods 
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Wetsel Method Inductive 


Wetsel recommendations are the results of 
inductive reasoning,.that is, positive con- 
clusions arrived at through careful and con- 
stant analysis of contributing causes that 
are known to govern market trends and 
security prices. This method is directly 
opposed to those conclusions based on de- 
ductive reasoning from assumed causes and 
incomplete facts. Nor is a Wetsel recom- 
mendation the result of a composite average 
(if, indeed, such a thing were possible) of 
the conclusions of others. 


The success of this organization (and, 
therefore, the financial- progress of its 
clients) has been based upon its exclusive 
methods and original conclusions as applied 
to market action and the making of money. 


From the Wetsel Record 


By ignoring all other methods or “systems,” 
the Wetsel method of interpreting the Tech- 
nical Factors that control market trends and 
security prices, successfully foretold: 


—the October, 1929, break in September— 
and again on October 7 of that year. 

—the break of May, 1930, when others pro- 
claimed the market was definitely on its 
way to “normalcy. 

—the break of April, 1931, when business in- 
dices and statistics indicated broad im- 
provement, Mr. Wetsel wired his. clients 
to sell both investment and trading hold- 
ings. 

—five major upswings that occurred during 
this period. 

—rising market of the summer of 1932, 
at a time when statistically the country 
was at the lowest point. And at which 
time most investors overlooked a major 
opportunity for fortifying their positions 
and making profits, 

-—the market rise following the bank mora- 
torium. After advising clients to stay out 
of the market during February, specific 
buying recommendations were issued on 
February 27 and on March 1. _ Profits 
were taken after sensational rise following 
the reopening of the Exchange. 

—the beginning of the gold embargo market. 
Purchases again being made on April 14-17 
—two to five days prior to the sensational 
rise following the embargo. 

—the long persistent Spring rise, following 
the cold embargo soon again afforded large 
profit opportunities as buying instructions 
had been issued two to five days prior to 
the heginning of the rise. 

—-the break in the grain and commodity 
markets in mid-July, 1933. (In order to 
nake our position clear and compiete, we 
add. we did not have all investors out of 
the stock market at that time, although 
owners of certain issues had been advised 
to sell a few days before.) 

—the turning of the recent market decline. 
After having kept investors OUT of the 
market during October and early November 
buying instructions were issued on Novem- 

r %. And again just four days before 
aanouncement of the “stabilization” plan, 


These instances are given because the 
dates and what they signify are so well 
remembered. But, they also emphasize the 
necessity for forecasting ‘short swings, 
which may aggregate even more profits. 


Enhancing Your Opportunities 


Once more, we are in the type of market 
that is likely to cause some investors to be- 
come careless or subject to misleading 
guidance through giving too much credence 
to certain phrases or actions. Therefore, 


the following warning is issued as @ 
general guide to all investors. 


The market has been quite selective— 
securities moving independently of each 
other. 

Security prices and the market trend are 
acting independently of gold and commodity 
prices. Do not be misled by the possible 
effects of inflation. 

Markets move in advance of statistical in- 
formation. Beware of buying or selling after 
statistics are published. 

Market forecasting is not yet a science. It 
is possible, through interpretative experience 
to foretell trends with a much better than 
average degree of accuracy but not with 
scientific precision. 


We agree that the present is a “good 
time” to enter the market with a view 


“toward recouping losses and again making 


profits. But we also know that vour chances 
are greatly enhanced if you are advised bv 
experienced, independent counsel WHAT to 
buy (and sell) WHEN and at WHAT 
prices. 

That, in short, is the function. of. this 
organization. From the individual and 
organization with large estate problems to 
the small investor and trader seeking to 
build up his capital there is a ‘Wetsel 
Service for every investor’s need: 


Booklet Shows How—Sent 


Those who are satisfied to judge financial 
progress by the complacent standards of a 
few years ago (the known fallacies of to- 
day) will not be interested in this type of 
service. But for those who do realize. that 
market trends and security prices are being 
forecast—profitably, we have prepared a 
clear and specific description of ‘conserva- 
tive and profitable trading methods. 

This booklet, “How to Protect Your 
Capital and Accelerate Its Growth... 
Through Trading” merits your’ serious 
thought at this time. It has pointed the 
way to a sound understanding of market 
action for both large and small investors 
throughout the country. Send for it todav. 
See how this method might help you. No 
cost or obligation. Merely fill in and mail 
the coupon. : 


A. W. WETSEL 


Advisory Service, Inc. 


Chrysler Bldg. ~ @ New York. N.Y. 


A. W. Wetsel Advisory Service, Inc. 
Investment Counselors 
Chrysler Building, New York, N. Y. 


Please send me, without obligation, your 
analytical booklet “‘How to Protect Your 
Capital and Its Growth ... 
Through Tradin. 

F.W.30 


89 


: 
; 
‘ 
4 
: 
| 
H 
H 
- H 
> 
. 
D 


WE HAVE A 
SERVICE 


1. That bases its conclusions on 
sound economics and a proven 
solution. 


2. That tells the trend of specula- 

tive stock prices. 

3. That estimates the extent of the 
next movement in that prede- 
termined trend. 


4. That indicates in what groups 
stocks will have the widest 
favorable fluctuation. 

5. That advises the proper time to 
BUY—SELL or AVOID certain 
groups of stocks. 

6. That condenses this valuable in- 
formation into a concise, under- 
standable letter called 


7. That offers you a free 244 page 
book “How To Forecast A BULL 
MARKET” 
WEEKLY LETTER, all on request 
addressed to Desk 34A. 


BOSTON, MASS. 


and samples of the 


GOOD NEWS 


1934 
OFFERS EXCEPTIONAL 
OPPORTUNITIES 


To what extent will you benefit from 
them? Now more than ever it is the 
informed investor who will profit and it 
is Brookmire’s sole business to keep 
investors informed. 


BROOKMIRE, INC. 
551 Fifth Ave., New York, N.Y. 
COUNSELORS FOR THIRTY YEARS 


BROOKMIRE, Fifth Avenue, 
New York, N. Y. 

Please send me a copy of your Special Report 

and forecast on the first six months of 1934. 


YOU CAN BUY 
Good Securities 


in Small or Large Lots 


Partial Payments 
James M. Leopold & Co. 


Members New York Stock Exchange 


70 Wall Street New York 
Established 1884 


Oil Stocks? 


Send for sample copy, free, of our 
“Special Report on Oils” 


AMERICAN SECURITIES SERVICE 
Suite 3120, Fifty Broadway, New York 


ized Procter & Gamble cannot be re- 
garded as having bright prospects of 
increased earnings. 


Day-to-day changes in the status of 
silver indicate that even the best of 
silver prophecies can tarnish. 


R.C.A. 4 “ 


A substantial increase in trading in 
both the preferred and common stocks 
of Radio Corporation of America fol- 
lowed the announcement that the 
Federal Radio Commission had granted 
the company a license for a new sys- 
tem of commercial radio communica- 
tion, whereby messages may be sent 
from one point to another within the 
country on short wave lengths. This 
development may be expected to open 
a new source of earnings power for 
R.C.A., but it is also believed that the 
use of short wave lengths has a more 
important bearing on the future of the 
company. Television of course is 
broadcast on the short wave bands and 
the experience with sending com- 
munications will probably contribute 
to the perfection of television. With 
over 18 million shares outstanding, 
however, the possibility of R.C.A. mak- 
ing sharp market gains is questionable. 


The threat of further regulation of 
Wall Street is directed at manipula- 
tion. The pools and their sponsors 
may soon be parted. 


Reynolds Tobacco 4 _ 


Eliminating the 50 cents per share 
profit from the sale of class B stock 
held by the company, net income for 
Reynolds Tobacco for 1933 was equiv- 
alent to $1.72 per share of combined 
common and class B. However, this 
estimate did not take into considera- 
tion $4 millions of the advertising ex- 
penses which were charged against 
1932 income but not expended until last 
year. Charging this amount against 
last year’s income would have reduced 
net per share to but $1.32. The recent 
wholesale price advance of 60 cents 
per thousand will probably net the 
company somewhere in the neighbor- 
hood of 45 cents per thousand, after 
deducting the usual trade discounts 
and allowing for the higher prices of 
leaf tobacco. Applying this figure 
to the estimated production of the 
company of 26 billions of cigarettes 
annually, would mean an increase in 
net equivalent to $1.17 per share. 


The question of a change for industry 
from a 40-hour week to one of 30- 
hours will be answered as recovery 


WEEKLY RECORD OF EARNINGS 


EARNED PER SHARE: 


12 Months to December ag 
1933 1932 


White Rock Mineral Springs....... 2.10 2.50 
National Biscuit 2.44 


American Power & Light.......... p2.64 p5.2 
Continental Gas & Electric........ pl1.40 = p19.78 
Hamilton Woolen 9.17 1,22 
United Light & Power........... p2.87 0.44 
National Power & Light.......... 0.94 1.21 
General Tire & Rubber........... 2.67 0.15 

11 Months to November 30 
Western 4.02 nil 


What’s Ahead 
for These Stocks? 


‘American T & T Phillips Pet. 


Bendix Julius Kayser. 
Borg Warner Underwood Elliott 
Kroger Gro. Int. Bus. Mach. 
Nat’! Distillers | Union Pacific 

J. C. Penney Fourth Nat. Inv. 


— UNITED OPINION Bulletin 
summarizes definite market advices 
of the leading financial authorities on. 
the above active stocks. Introductory 
copy free on request. 


Send for Bulletin F.W.66 FREE! 


(Please print name and address’ 


UNITED BUSINESS SERVICE 


210 Newbury St. A "a: Boston, Mass. 


Management 
= Problems # 


Whatever their nature they may be 

solvable. Reorganization and re- ff 
financing of corporations of good |] 
past earnings records and prospects | 


Interview solicited by 
correspondence 


H. D. WILLIAMS 


120 Broadway New York City | 


Which Stocks Are 
=— 2a Buy Now? = 


Write for this 
report—gratis 


Babson’s 
Reports 


and the famous 


BABSONCHART 
Div. 85-48 Babson Park Mass. gam 


RAILROAD OPERATIONS 
Analyzed by Former Railroad Officer ' 

.. DAN N. BAGOT 

Consulting Engineer 
Series of Exhaustive Studies 

on Individual Railroads 

Correspondence Solicited 
RAILROAD ANALYSES, INC. 


Mercantile Trust Bidg., Baltimore, Md. 


Inflation 
Inevitable? 


Send for FREE Bulletin FWJ-20 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 


THE FINANCIAL WORLD 
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progresses. Labor normally prefers 
labor to leisure if the rewards are 
bountiful. 


Warner Bros. 4 “D+” 


Last week’s opening of its newest 
musical extravaganza, “Fashions of 
1934,” directed renewed attention to 
Warner Bros., which has not shared 
in the advance of the motion picture 
group despite reports of increased 
theatre attendance and higher box 
office prices. If the newest feature 
does as well as the hits of last fall 
(which included “42nd Street,” “Gold 
Diggers,” and “Footlight Parade,”’) 
Warner Bros. should be able to con- 
tinue its recent improvement. The re- 
port for the thirteen weeks ended 
November 25, 1933, which will become 
available around the close of this 
month, is expected to show the first 
profit since 1930. In the same quarter 
of a year ago a loss of 49 cents a 
share was sustained. This turn for 
the better in the earnings trend of 
the company has eliminated most of 
the financial difficulties which were a 
plague a year ago and it now appears 
as though Warner Bros. will be able 
to survive the depression. 
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The Wily Rice 
Reappears 


HE call of Wall Street has lured 

George Graham Rice back to his 
old hunting ground. Similar to his 
frequent former débuts, his reappear- 
ance at this time has been preceded by 
a vociferous declaration that he has 
gone honest. Such a_ reformation 
should be encouraged, but not at the 
expense of trusting souls who in 
former times have rued and repented 
for believing that a leopard can change 
his spots. 
- Rice has had an opportunity to med- 
itate on whether it pays to go straight, 
not so long ago spending an enforced 
vacation at Atlanta penitentiary for 
using the mails to defraud. This was 
not his only conviction, for he has pur- 
sued his training in confinement for 
misdeeds ever since he was a young 
man. Now he is advanced in age, but 
this fails to curb his desire to seek the 
same old field of exploitation which has 
proven his steady dereliction from the 
moral code. 
- The new vehicle for his return to the 
Street follows closely the pattern he 
usually adopts to secure a following, 
namely, through a financial publication 
used to exploit the stocks in which he 
is interested. The new sheet is to be 
called “Rice’s Financial Watch Tower” 
and on its masthead it will proclaim 
its complete independence from any 
personal interest in securities—a pro- 
test that will have to be taken with a 
grain of salt. 

However, it is to be noticed that Rice 
modestly returns to his old loves, the 
Idaho Copper Company and the Colum- 
bia Emerald Company, both of which 
were responsible for sending him to 
the Atlanta penitentiary. In the an- 
nouncement of his new publication he 
says he will have something of interest 
to publish about them. 

. Herein may be detected the cloven 
oof. 
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Buy Stocks NOW 


Those who bought stocks last February and March, when every- 
one was bearish, accumulated excellent profits during the rally 
that followed. 


A similar opportunity is yours today. Those who have the 
courage to buy now should profit substantially during coming 
months. Of course, there will be reactions from time to time, 


but many stocks will eventually sell at prices which may seem 
ridiculous now. 


Another Bargain Stock 
With Rare Profit Possibilities 


The best opportunities to make large profits in stocks are confined to the shares 
of moderately-capitalized companies which are in a position to report exceptionally 
sharp increases in earnings. We have discovered a medium-priced stock which 
appeals to us as possessing the above-mentioned qualifications and many other 
attractive features in addition. 


—the concern is well managed. 

—financial condition is excellent. 

—price of the stock is reasonable. 

—capitalization is small, so that the price of the stock 
could advance swiftly if earnings gained appreciably. 

—earnings are expected to increase rapidly. 


—the company is not young but is well known and long 
established in a fundamental industry. 


—lIn short, this is one of the most attractive bargains 
which we have uncovered in a long time. 


During the past few months this stock has been giving a much better account of 
itself than most issues. It has always been a brilliant performer and undoubtedly 
will lead the next big upswing, which should begin soon. 


The name of the above-mentioned stock will be sent to you absolutely free, pro- 
vided only that you have not previously written to us for similar information. 
Also an interesting little book, “MAKING MONEY IN STOCKS.” No 
charge—no obligation. Just address: INVESTORS RESEARCH BUREAU, 
INC., DIV. 501, CHIMES BLDG., SYRACUSE, N. Y. 


SIMPLY FILL OUT THE COUPON BELOW 


Investors Research Bureau, Inc. 
Div. 501, Chimes Bldg., Syracuse, N. Y. 


Send me the name of the bargain stock which should be bought 


now. Also a copy of “MAKING MONEY IN STOCKS.” This 
does not obligate me in any way. 
Address ee eee 


Kindly PRINT name and address PLAINLY 
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How Do You KNOW 
WHEN to BUY or SELL? 


Upon what do you base your trad- 
ing decisions? Do you, like many 
others, follow the costly trial-and- iH 
error method? If so, Stock Market (= 
Studies can help you. They will iF 
|| teach you how to trade either short 

' or long. They will impart to you a | 
thorough knowledge of KNOWN 
|) SUCCESSFUL TRADING METH- |) 
ODS. Directed by H. M. Gartley, 
an authority on stock market tech- | 
nique and chart interpretation. 


Send for our 33-page brochure i 
“Stock Market Studies” which H 
completely outlines this course | 
of study. | 


H.M. GARTLEY 


48 WALL ST. NEW YORK 


| 


EARN 
EXTRA MONEY 
IN SPARE TIME 


OU can earn liberal commissions 

and a cash bonus besides by selling 
new subscriptions for The Financial 
World during your spare time. Every 
security investor is a prospective 
subscriber. Sample copies and sub- 
scription blanks free. Ask for our 
terms to agents. No obligation. 


Address: Promotion Manager, 


THE FINANCIAL WORLD 
53 Park Place, New York, N. Y. 


Make Your 


Over 2,000 bus- 
iness men now 
use our “Instant 


Use” 
Own Stock 
perfected ‘four special 
any investor can now pre s 
own scientific stock charts. Ch 
DIVIDENDS 
COLUMBIA 
GAS & ELECTRIC 
CORPORATION 


January 11, 1934 
hoard of Directors has declared this 
day the following quarterly dividends: 
Preferred Steck, Series A 
9, $1.50 per share 
Stock, 5% Series 
No. 19, $1.25 per share 
5% Cumulative 
Preference Stock 
No. 8, $1.25 per share 
Common Steck (no par valpe) 
No. 29, 1/800 of one share 
of Convertible 5% Cumula- 
tive Preference Stock (i. e., 
1214¢ in par value thereof) on 
each share of Common Stock 
payable - February 15, 1934, to holders ot 
record at close of business January 20, 1934 
Epwarp Reynotps, Je . 
Executive Vice-President & Secretary 


LOEW’S INCORPORATED 


“THEATRES EVERYWHERE" 


January 12th, 1934. 
HE Board of Directors has declared a 
quarterly dividend of $1.6214 per share 
on the outstanding $6.50 Cumulative Pre- 
ferred Stock of this Company, payable on 
the 15th day of February, 1934 to stock- 
holders of record at the close of business on 
the 3ist day of January, 1934. Checks will 
be mailed. 


DAVID BERNSTEIN 
Vice President & Treasurer 


The Commodity Situation 


te Prices bulge sharply on 
announcement of Admin- 
istration’s gold program, but 
react moderately and resume 
more orderly course while ob- 
serving developments. . . . Late 
1934 cotton contracts at 12 cents 
as spot position tightens and ex- 
port demand rallies... . Wheat 
outlook improves. 


A’ THE first response to the Ad- 
ministration’s devaluation move 
launched ten days ago com- 
modity prices bulged sharply, but 
speedily underwent a readjustment to 
a reasonable appraisal of the situation 
and outlook. The result was a more 
orderly movement within a somewhat 
higher range than had prevailed in 
the first fortnight of the new year. 
Speculative interest was stimulated in 
most commodities, but these traders 
were quick to take moderate profits 
and temporarily step out of the pic- 
ture. It was this that checked the 
first upswing, but the development of 
trade buying moderated the effect of 
liquidating sales and facilitated the 
consolidation of the major part of the 
initial gains. Silver moved rather 
erratically, with metal in licensed de- 
positories advancing to a new high 
figure approximating 105 million 
ounces. Sugar had to contend with the 
governmental change in Cuba, which 
coincided with the President’s gold 
message, and little net result was 
effected in this commodity. 


N CONTRAST with other commodi- 

ties, sugar, like the principal grains, 
has made a recovery of almost 100 per 
cent since this time last year when 
futures in the New York market were 
quoted around 0.7 cent as against cur- 
rent levels around 1.3 cent a pound. 
Wheat a year ago sold on the Chicago 
board around 47 cents, corn at 27 cents 
and oats at 17. The percentage of 
improvement in cotton over a year ago 
is about 80 per cent. Many of the 
other commodities, however, in the in- 
terest of which the Administration’s 
price recovery efforts also are directed, 
show only a moderate, scarcely impor- 
tant, advance over their levels at this 
time last year. 


Bete ged and wheat are attracting 
more interest in both trade and 
trading circles, in expectation of a 
steady and substantial improvement in 
their statistical positions before the 
end of the current crop year, which 
still has six months to run. With 
cotton crossing the 11-cent level—late 
1934 months reached 12 cents—and 
finding the going much less difficult than 
had been experienced around 10 cents, 
the South is looking forward very 
hopefully to 14-cent cotton before the 
1934 crop is started towards the gins. 
This would mean an additional 4 cents 
per pound or $20 a bale accruing to 
the growers on the staple held by the 
Government as collateral for loans, the 
Government’s pool now amounting to 


TREND OF COMMODITY PRICES 
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4.2 million bales. With the termina- 
tion of the Government’s offer to lend 
10 cents a pound on cotton from the 
last crop, and the guarantee that the 
grower will receive in final settlement 
the full price for which the cotton is 
sold, a still tighter spot position may 
develop. Exports, which dropped away 
sharply in the latter part of 1933, 
have rallied somewhat and again are 
running above corresponding weeks 
last year, though the total for the year 
which began August 1 is still 50 thou- 
sand bales below the same five and 
one-half months of the preceding year. 


OLLOWING the first upswing in 

the grains and the irregular set- 
back that ensued grain observers were 
inclined to sit on the side lines and 
await Congressional action in the 
monetary situation. Wheat users are 
well hedged against their early re- 
quirements and are willing to wait 
also for business probabilities to be- 
come somewhat clearer. The cash 
wheat situation has tightened some- 
what, and this, combined with the 
decidedly unfavorable news regarding 
the winter wheat crop’s prospects, is 
responsible for a_ broadening belief 
that the long-expected swing of wheat 
over the dollar-mark is likely to get 
under way at any time, without the 
incentive of definite monetary action or 
determinable business expansion. 


NTERNATIONAL wheat prices con- 

tinue considerably below the mini- 
mum of 63 cents gold fixed at the 
London wheat conference, but the low 
level of world wheat shipments may 
lead to a revision of the minimum and 
the establishment of price differentials 
on different grades. European coun- 
tries usually among the larger im- 
porters have grown better crops in the 
past year than normally might have 
been expected and as a consequence 
world wheat shipments thus far in 
the trade year are 25 million bushels 
under the same period of the preceding 
statistical year. The pace of world 
shipments may accelerate considerably 
before the end of the trade year, and 
it may be necessary to establish new 
international quotas above the allotted 
total of 560 million bushels. True, the 
inter-country demand may not reach 
this figure but some of the exporting 
countries may not be able to ship the 
full quotas allowed them, forcing an 
upward revision in the export quotas 
allowed to countries like the United 
States and Canada which are carrying 
the burden of the surplus from pre- 
vious crops. 
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Dividends Declared 


Pee Pay-  Hldrs. of 

Company riod able 
Alabama Great South - $1.50 S Feb. 27 Jan, 22 
Alabama Power $5 pf. ....-$1.25 Q Feb. 1 Jan. 15 
Allegheny Stl. pf....... Q Mar. 1 Feb. 15 
Allied Kid Co. pf... . . Q Feb. 1 Jan. 22 
Aluminum C ‘o. of A pf. , 3 Apr. 1 Mar. 15 
Apr. 2 Mar. 16 
Amer. Sugar Ref. ....... Apr. 2 Mar. 5 
Bank of $2.50 Q Mar. 1 Feb. 15 
Blauner'’s Inc. q Feb. 15 Feb. 1 
Blauner’ 25c Feb. 15 Feb. 1 
ve 25¢ Q Feb. 1 Jan. 24 
Neon El. Prod. Ltd. .25¢ 8 Jan. 19 Jan. 12 
Jan. 19 Jan. 12 
Colin Gas & Elec. 6% pf. . . $1.50 Feb. 15 Jan. 20 
$1.25 Feb. 15 Jan. 20 
$1.25 Q Feb. 15 Jan. 20 
Concord ‘Gas OO $1.75 8 Feb. 15 Jan. 31 
Q Jan. 15 Jan. 4 
Oil Q Feb. 15 Feb. 1 
Con. Pwr. $5 pf. . Q Apr. 2 Mar. 15 
6% pf..... F Q Apr. 2 Mar. 15 
= oe pf $1.65 Q Apr. 2 Mar. 15 
piles & Light $6 . $1.50 Feb. 1 Jan. 20 
Do7% pf. .. $1.75 Q Feb. 1 Jan. 20 
Davenport Water 6% pf. $1.50 Q Feb. 1 Jan. 20 
Diamond Match............... 25¢ Q Mar. 1 Feb. 15 
75c S Mar. 1 Feb. 15 
Duplan 50¢ S Feb. 15 Feb. 1 
Kastern Bd. &Sh.B............ 26e Q Feb. 1 Jan. 6 
Elec. Power Assoc., A........... 10e Q Feb. 1 Jan. 15 
Federal Knitting Mills........ 624%e Q Feb. 1 Jan. 15 
General Foods. . 8 Feb. 15 Feb. 1 
Int. Cigar Mac hinery. 3714e Feb. 1 Jan. 20 
Kelvinator of Canada, 7° pf...$1.75 Q Feb. 15 Feb. 5 
Kroger Grocery & Baking Fat iaees 25¢ Q Mar. 1 Feb. 5 
No $1.50 Q Mar.31 Mar. 20 
75 Q May 1 Apr. 20 
Q Feb. 1 Jan. 15 
.25¢ Q Feb. 10 Jan. 31 
Lanston $1 Feb. 28 Feb. 16 
LawrenceG.& Q Jan. 13 Jan. 6 
Lincoln Tel. bs Tel 6% pf. A....$1.60 Q Feb. 10 Jan. 31 
Do5%spl.pf.......... $1.25 Q Feb. 10 Jan. 31 
$1.62! Q Apr. 2 Mar. 15 
Loew's, Inc. pf........... $1.62!'0 Q Feb. 15 Jan. 31 
Malone Lgt. & Pwr. iiacguhe $1.50 Q Feb. 1° Jan. 10 
Minn. Honeywell Reg..........28¢ Q Feb. 15 Feb. 3 
Moody's Q Feb. 15 Feb. 1 
Newberry (J. J.) 7% pf... ..... $1.75 Q Mar. 1 Feb. 16 

Northern N. Y. Waitice. pf. 7% 

$1.75 Q Feb. 1 Jan. 10 
Norwalk Tire & Rubber pf.....87/g¢ Q Apr. 2 Mar. 22 
Pacific Tel. & Tel $1.50 Q Jan. 15 . 30 
Package Machinery pf. Q Feb. 1 Jan. 30 
Phillips-Jones p' Feb. 1 Jan. 20 
Publie Service, Oc Mar. 31 Mar. 1 
ind Goods ist pf. Q Apr. 1) Mar. 15 

Rockland & Pwr. Co Feb. 1 Jan. 15 
Docm. stk. tr. ctfs Q Feb. 1 Jan. 15 
Savannah Sug. R $1.50 Q Feb. 1 Jan. 15 
Securities Corp. General $7 pf. .$1.75 Q Feb. 1 Jan. 20 
Shawinigan Water & Pwr........ 13¢ Q Feb. 15 Jan. 23 
Squibb 25c Q Feb. 1 Jan. 15 
$1.50 Q Feb. 1 Jan. 15 
$1.50 Feb. 1 Jan. 13 
$1.75 Feb. 1 Jan. 13 

Union Calif 25c Feb. 10 Jan. 18 
$1.50 Q Feb. 1 Jan. 20 
624%c Q Apr. 2 Mar. 15 
Q Apr. 2 Mar. 15 

Accumulated 
De Mets, Ine. pf............. 
Interstate De .$1.75 .. Feb. 1 Jan. 22 
25 Feb. 12 Jan. 27 
Sharp & Dohme pf. 25¢ Feb. 1 Jan, 22 
Extra 
Minn.-Honeywell Reg........... 25e Feb. 15 Feb. 3 
Western Auto Sup., A............ $1 Feb. 1 Jan, 19 
$1 Feb. 1 Jan. 19 
Increased 

Austin NicholsCl.A............75¢ Q Feb. 1 Jan. 26 
Interstate Hosiery Milis........ 50e Q Feb. 15 Feb. 1 

Initial 
Nat. City Bk. (N.Y.) pf. §......... Q Feb. 1 Jan. 20 
Reduced 
$7 Q Feb. 1 Jan. 20 
Q Feb. 1 Jan. 20 
= 25e Q Jan 15 Jan. 10 
Resumed 
lron Fireman Mfg.............. 20e Q Mar. 1 Feb. 10 
Special 
Pan-Amer. Southern. ........... .$8 Jan, 30 Jan, 22 
Stock 
Columbia Gas & Elee*,..... 121 4c Feb. 15 Jan, 20 


*Payable in $5 convertible ayy stock. §At the rate of 
5% per annum for the period Jan. 13 to Feb. 1, 1934 
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The “Wolf’s” Last Round-Up 


Lie A cheap bedroom David Lamar, 
the “Wolf of Wall Street,” was 
found dead. There was not enough 
money left to accord him a decent 
burial and only through the interven- 
tion of a few remaining friends was 
his body spared a potter’s field burial. 

In his day the Wolf was credited 
with several notorious coups that 
netted him a considerable fortune. 
His principal game was to raid stocks 
by spreading vicious rumors, these 
practises finally bringing him in the 
toils of the law. He was prosecuted 
for impersonating a Congressman, 
using the Congressman’s name over 
the phone in threatening the U. S. 
Steel Corporation with “exposure.” At 
another time he was involved with a 
German agent in fomenting strikes 
during the war, for which he was 


convicted and sent to the Atlanta peni- | 


tentiary for a period of several years. 

Eventually he descended to being a 
petty crook, for he had become so 
notorious he could not long conceal his 
operations and therefore his pickings 
became leaner and leaner. 

Yet the Wolf had a keen brain. He 
was quick in his decisions. He was an 
adept at the Wall Street game of 
speculation but could not go straight. 

It seems that some of these unusual 
minds have a complex that does not 
permit them to see that ill gotten 
wealth does not stick, and that the 
end for most of them is usually as 
tragic as that which overcame the 
Wolf. 

But this they never learn. They 
would rather steal than remain honest. 

And they leave for their epitaph: 


“Here Lies a Crook.” 


Electric Bond and 
Share Company 


Two Rector Street 


New York 


Standard Gas and Electric 


serves 1,662 cities and towns of twenty states .. . combined 
population 6,000,000...total customers 1,569,296...installed 
generating capacity 1,586,694 kilowatts...properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 
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WERE WE RIGHT? 


“Market Action”, in dis- 
cussing the upward move which has 
since occurred, said: “Jt will probably 
begin with a ‘sudden buying movement 
as a result of overnight news of an un- 


On Jan. 8th, 


TWENTY RULES 


pray m er 


In our opinion 
upward swing 

gun. “Market tells 
you each week w stocks 
to buy, what prices to pay 


WETSEL MARKET BUREAU, Inc. 


603A Empire State Building, New York City 


expected character’’. This prediction 
was accompanied by definite recommen- 
dations setting forth the most attrac- 
tive opportunities for profit. 


SPECIAL OFFER! This 32-Page Book (Just Issued) 
and 4 Weeks of ‘“‘MARKET ACTION” 
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THE HOTEL 
DELMONICO 


CAFE and BAR 
Features 

Famous Delmonico Dishes 

Prepared by 


M. NICHOLAS SABATINI 
Chef of Old Delmonico’s 


Luncheon $1.00 
Dinner with Cocktail $2.2 5 


Delmonico suites of 1, 2 and 
3 rooms offer distinctive, 
yet inexpensive living ac- 
commodations, for a day, a 
month or a year. 


HOTEL 


DELMONICO 


Park Avenue at 59th Street 
New York 


Under Reliance Management 


SHORT-MONEY 
MINDED! 


So many of us have been 
so short-money minded .. . 
that perhaps we've over- 
looked the golden oppor- 
tunity of once and for all 
eliminating the bug-a- 
of bargain buying just be- 
cause it’s cheap. 


For instance . . . why not 
buy a $19.00 suit around 
the corner . . . instead of 
wearing a Shotland and 
Shotland custom - tailored 
garment at a most reason- 
able price. 


You can only answer that 


question . . . after you 
have worn the garments 
we tailor... after you 


realize the character and 
quality of our fabrics... 
after you appreciate the 
perfection of our designs 
and workmanship ... and 


after you realize how 
“ultimately inexpensive” 
really good clothes are. 


BRyant 9-7495 


Shotland & Shotland 


& DRAFTING SERVICE 


MAPS—Railroad, Utility, Aviation, Real 
Estate and Road Maps. 
CHARTS—Business and Market Charts. 
PLANS—Ship and Floor Plans. 


TYPE STAMPINGS 


€ 
EDWARD WILLMS 
130 Cedar Street, New York 
WoOrth 2-3724 


4 & & WHEN writing to 
advertisers, please tell chem 
you saw their announcement in 
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Improved Metal Prices 
Help Howe Sound 


INING stocks as a group must 

be considered essentially specu- 

lative in character, not only be- 
cause their primary assets are subject 
to continuous depletion and are for the 
most part indeterminate as to ultimate 
extent, but also because their earnings 
are so vitally responsive to changing 
price levels and business cycle fluctua- 
tions. It is for this very reason, 
however, that they offer unusually 
attractive possibilities for capital en- 
hancement in periods of business recov- 
ery and rising prices, since the normal 
experience is for raw material prices to 
advance much faster and farther than 
the prices which enter into the cost of 
production. 

Howe Sound presents a very in- 
teresting study of the effects upon 
earnings of advancing metal prices and 
is in a rather unique position in having 
expanded its output materially during 
the depression and in having reported 
an exceptionally good earnings record 
during this period. Nineteen thirty- 
two was the only year of the depres- 
sion in which a loss was sustained, the 
deficit amounting to 16 cents a share 
compared with net of $1.20 a share in 
1931, $4.09 in 1930 and $7.38 in 1929. 
(All figures are before depletion 
charges, which are not reported.) In 
1933 the first quarter deficit of 25 
cents a share gave way to a second 
quarter profit of 31 cents a share, 
which was followed by third quarter 
net of 75 cents a share. On the basis 
of this recovery in earnings and the 
improved outlook the management in- 
creased the dividend with the payment 
on October 15 from a 40-cent basis to 
$1 per annum and in the following 
quarter further raised the rate to $3 
by paying 75 cents a share on Decem- 
ber 30. 


Two Groups of Properties 


Howe Sound principal 
groups of mining properties, one in 
the vicinity of Howe Sound in British 
Columbia, Canada, and the other in 
Chihuahua, Mexico. The chief Cana- 
dian output is copper and gold, while 
nearly all of the silver and lead out- 
put and most of the zine are derived 
from the Mexican properties. The out- 
put of lead, zinc and copper is ex- 
cluded from United States markets by 
tariffs and the Mexican silver can not 
benefit from the new domestic silver 
price of 64} cents an ounce except in 
so far as our Government’s action may 
indirectly affect the world price over 
a period of time. 

Most of the company’s output is sold 
in Europe and in the following com- 
putations the London, or world prices, 
have therefore been used, being con- 
verted into U. S. dollars at the average 
of sterling exchange for the period in 
question. The case of zinc will illus- 
trate the method. The average price 
in London in 1932 was £13-10-11 per 
ton and the average quotation for 


sterling exchange for that year was 
$3.506. Therefore the equivalent aver- 
age price in dollars was $47.506 per 
ton. The current quotation for zinc 
in London is about £14-08-09 per ton 
and the exchange rate about $5.085, 
yielding an equivalent dollar price of 
$73.427 per ton. The amount of price 
advance applicable to Howe Sound’s 
production is thus $25.921 per ton, or 
1.296 cents per pound. Similarly the 
advance in lead since 1932 amounts to 
about 0.71 cents per pound; copper is 
2.33 cents per pound higher, silver 
about 15.9 cents per ounce and gold 
about $4.40 per ounce. 

Howe Sound’s production in the third 
and fourth quarters of 1933 was at 
the following annual rates: 


Total Per share* 
Silver (oz.) ..... 4,465,000 9.4 
62,156,000 131.2 
Copper (lIbs.) ... 8,808,000 18.6 


*On 473,791 no par shares outstanding 
as sole capitalization. 


The ‘‘Break-Even’’ Point 


These output figures have been used 
rather than the smaller amounts ac- 
tually produced in 1932 because that 
year represented the approximate 
break-even point and it is reasoned 
that if the higher rate of output could 
have been sold in that year at the then 
prevailing prices the results would 
have been somewhat improved, rather 
than impaired, by the better distribu- 
tion of overhead. Multiplication of the 
output per share as given in the tabula- 
tion by the amounts of the advances in 
the prices of the respective metals 
gives a theoretical increment of annual 
earnings for each metal over the actual 
1932 results, as follows: 


Per share 


From this total there must be sub- 
tracted the deficit of 16 cents per share 
sustained in 1932, thus giving $5.59 
per share as a theoretical indicated 
current rate of annual earnings. 

It is only fair to reiterate that such 
an analysis as the foregoing is in fact 
quite academic and theoretical, and 
that many practical matters inevitably 
enter into the picture to modify the 
results in one way or another. It does 
provide, however, a basis for gauging 
the potentialities of the situation and 
concluding that recent prices for the 
stock, yielding nearly eight per cent, 
offer attractive speculative possibilities 
for the long pull investor. Since oper- 
ations are conducted beyond the borders 
of this country, costs have not been 
subjected to the arbitrary increases 
which have been visited upon our do- 
mestic corporations by the NRA pro- 
gram. 
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WALL STREET REFORMS 


concluded 


From page 78 


To a certain extent the Exchange is 
not blameless for the criticism of 
speculation that the customers’ men 
produced. Its rigid rules governing 
advertising left no other outlet for a 
member to further his business than 
the employment of this accessory. We 
presume that the customers’ man can 
not be entirely eliminated. There is 
no particular reason why he should be 
if he can be made to conform to a high 
standard of ethics. There are many 
occasions when he is in a position to 
offer sound advice to his clients, but 
to make this advice entirely free from 
selfish bias influenced by commissions 
earned, he should be a high class man 
and paid a wage that will keep him 
from temptation. 

And again it would greatly help the 
Stock Exchange’s business if these men 
were selected more for their sound 
knowledge of finance, security values 
and economic background. They should 
be highly specialized students and 
should be held strictly to account for 
the character of the business solicited; 
in other words, they should accept no 
accounts that are ill equipped to take 
chances in speculation. Under such 
circumstances the customers’ man can 
be made a real asset to the brokerage 
profession. 


ATLA 


concluded 


TAC EK 
82 


from page 


sales or any irregularities,” although 
it had been discovered that Philip H. 
Philbin, Jr., was dealing in the stock. 
The investigation of THE FINANCIAL 
Wortp developed irregularities galore, 
and the information which was thus 
uncovered was offered to the Exchange. 
But nothing of protective value was 
done until the collapse was a matter 
of history. The unscrupulous pro- 
moters were permitted to continue 
using the facilities of the Exchange 
in unloading their holdings of the 
stock upon the public ridicu- 
lously inflated prices, while drumming 
up their “sucker” trade by the use of 
high pressure long distance telephone 
calls. 

It has been pretty clearly established 
that Philbin, the chief promoter, and 
the Boston “boiler shop” which pro- 
vided the long distance telephone sales- 
manship using the name of McNeel’s 
Financial Service, were working to- 
gether. Philbin is reported to have 
made a cash profit of over $300,000 in 
addition to his holdings of over 30,000 
shares of the stock, which undoubtedly 
would also have been peddled to the 
public at fancy prices if the pricking 
of the bubble had been delayed a little 
longer. Definite links between Phil- 
bin’s personal secretary and partners 
of the defunct but once notorious G. F. 
Redmond & Company, including Wil- 
liam Jarvis and Charles Piepenbrink, 
as well as the financial service which 
touted the stock, were established at 
the New York State Attorney Gen- 
eral’s hearing. 

The other most interesting and un- 
fortunate conclusion to be drawn from 
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behind the markets. 


of the prices themselves. 


otter of 


consecutive stock market days; 


Stock Market Prices 


are influenced by many puzzling factors. They present a situation that demands 
careful attention and a close study of economic and industrial conditions. 
you fortified with the information that will permit this necessary study? 


New York Daily 
INVESTMENT NEWS 


offers to you each day definite information and authoritative opinion on factors 
It presents to you a comprehensive analysis of conditions 
that go to make stock market prices—rather than an after-thought analysis 


GET THE FACTS 


on conditions behind the markets that help make prices, and which play a 
dominant part in directing the course of price trends. 
the Investment News regularly from your newsdealer, or if you are not listed 
as a regular subscriber on our books, we present to you a special introductory 


25 ISSUES FOR $1 
(Regular price $2.50) 
Your check for $1 will bring the INVESTMENT NEWS to you for 25 
or, if you desire, attach a dollar bill to this 


advertisement and mail same to us with your name and address. 
cannot be accepted at this special price. 


Are 


If you are not getting 


Renewals 


N. ¥. DAILY INVESTMENT NEWS 
350 Hudson St.. New York City, N. Y. 


Please forward to me, 


I have never been listed on your books as + regular subscriber to the Investment News, 

in accordance with your introductory offer, 
of the N. Y. Daily Investment News, for which I enclose via 
a special trial offer, and that the regular price would be $2.5 


25 consecutive issues 
1 understand that this is _ 


the story is that at least one of the 
directors who made up the imposing 
roster of names on the new board 
which was elected last year permitted 
himself, unwittingly no doubt, to be 
used as “window dressing” by Philbin. 
His testimony indicated that he had 
only superficial knowledge of the status 
of Atlas Tack and no knowledge of 
the market operations of Philbin. 
When the new board was elected last 
year, the natural deduction was that 
the prominent group on the directorate 
had acquired control of the company. 
This naturally helped the stock manip- 
ulations of the promoter who, before 
he unloaded on the public, actually 
held control. How complete this con- 
trol was, and how lightly the directors 
regarded their responsibility is shown 
by the fact that Philbin himself, in the 
name of the company, released state- 
ments to the newspapers to the effect 
that a dividend payment would come 
up for consideration in March (then 
four months away), and that a three- 
for-one stock split-up would be voted 
on in January. None of the directors 
took the pains publicly to deny that 
such obvious market propaganda had 
official sanction. One director said 
later that such statements had been 
read to him over the telephone, but 
that he did not suppose that they were 
intended for publication. But on see- 
ing them in print the next day, nothing 
apparently was done about the matter. 

It is most unfortunate for the stock 
exchanges of the country that the 
stench created by the Atlas Tack jiggle 
should rise to the heavens just as Con- 


gress is about to take up legislation 
providing for regulation of the secur- 
ity markets. The incident may haye 
the result of making the new legisla- 
tion unduly stringent. No intelligent 
investor wants the stock exchanges to 
be bound down by so many restrictions 
as to destroy their indisputable useful- 
ness in the country’s economic struc- 
ture, But events like the Atlas Tack 
manipulation place the extremists 
among the legislators in a very strong 
position from the political standpoint. 
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BOOK REVIEW 


THE RED DEMON. By A. Jj. Wright. 
254 pp. G. P. Putnam’s Sons, New 
York, publishers. $2. 


O THE confirmed bull on the mar- 

ket or the impatient optimist who 
has been expecting business to turn 
the famous corner on every day of the 
past four years, the story of The Red 
Demon provides an avenue of relief 
and entertainment in its discussion of 
a number of the fantastic methods 
which might be used to solve the press- 
ing economic and monetary problems 
of the day. The novel, which is pure 
fiction in its most imaginative form, 
unfolds a tale of high finance and 
scientific sorcery which sounds. so 
plausible that it holds the interest of 
the reader to the final chapter. Those 
who are somewhat fed up on detective 
stories and even the more serious types 
of modern fiction will find The Red 
Demon quite refreshing and different. 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
which we believe are of interest to our sub- 
scribers. Upon request, and without obliga- 
tion, any of the literature listed below will be 
sent free direct from the houses by whom issued. 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


Please print each request on a separate 
sheet together with name and address. 


AN ANALYSIS OF THE LIBBEY-OWEN-FORD GLASS co.— 
This analysis gives the history of the company ; its properties, 
markets, capitalization, earnings record, prospects for 1934, 
etc.. It is made available to investors by a New York Stock 
Exchange firm. 

STOCK EXCHANGE SERVICE FOR THE SMALL INVESTOR 
—An interesting and informative booklet every small investor 

_.Will wish to read. 

STATISTICAL ADVICE ON GRAIN FUTURES, COTTON, 
STOCKS AND BONDS—Thoroughly covered in the bulletins, 
issued by a middle western service. These bulletins should be 
of great interest to every grain trader, and the current issue 
will be sent upon request and without any obligation. 


TRADING METHODS—A 24-page booklet issued by a New 
York Stock Exchange house, containing a brief explanation 
of the different operations pertaining to stock market trading. 

HOW TO PROTECT YOUR CAPITAL AND ACCELERATE ITs 
GROWTH—Intelligently covers, from the technical viewpoint, 
the important questions when to buy and when to sell. : 

BROKERAGE SERVICE TO INVESTOR AND TRADER—A 
well-known New York Stock Exchange firm has prepared this 
informative folder. i 

PARTIAL PAYMENT PLAN—An old established New York 
Stock Exchange House is issuing a booklet describing their 
plan and terms for purchasing securities on the monthly in- 
stallment plan in odd lots or full lots. 

SECURITY SALESMANSHIP, THE PROFESSION—An inter- 
esting discussion of this specialized field, together with infor- 
mation about the Course of Training being adopted by scores 
of the leading investment houses for their salesmen. 

A 96-PAGE BOOK—Published by a Boston financial advisory 
organization, gives you today’s different prospects for 40 differ- 
ent. industries, as well as the cause for their present status. 

MAKING MONEY IN STOCKS—A straightforward, comprehen- 
sive treatise on sound methods to pursue in the purchase and 
sale of listed securities, 

SOME FINANCIAL FACTS—Is the title of a 24-page booklet 
containing a brief description of the American Telephone & 
Telegraph Company and the organization and operations of 
the Bell System. It is illustrated throughout with maps, 
graphs and charts, and is of interest to every investor in 
public utility securities. 

CHARTS AND ANALYSES—Which show 13 years of earnings 
trend and all other fundamentals at a glance. New copy- 
righted tables clarify the most complicated of corporate finan- 
cial structures. Covers from 10 to 250 stocks. Descriptive 
folder and specimen chart upon request. 

ANNUITIES EXPLAINED—One of the largest life insurance 
companies has issued a new booklet which describes in simple 
language the different kinds of annuities issued by it. Ex- 
amples are included which indicate how these various forms 
of guaranteed life incomes meet the needs of men and women 
in all walks of life. 

RADIO GUARANTEEING WORLD-WIDE RECEPTION—A set 
enabling you to receive broadcasts from Europe, the Orient, 
Australia, in fact, most anywhere you choose, direct. Superb 
on domestic broadcasts, too. Costs no more than many less 
efficient models of ordinary receivers. Particulars will be 
sent upon request. 

ODD LOTS—A well-known firm, member of the New York Stock 
Exchange, has published a booklet setting forth the advan- 
a fer both the small and large investor dealing in odd 

8 INCHES OFF WAISTLINE—Forms an interesting subject to 
men suffering from excess avoirdupois. How to find satis- 
factory relief is told by a reputable firm in the Middle West. 
Information will be sent free. 

AN INVESTMENT PROGRAM KEYED TO THE NRA—And 
kept in constant adjustment to the changing prospect—is the 
ideal ot every investor. It is discussed interestingly in a 
aga distributed free by an investment advisory organ- 
ization, 

APPLYING THE DOW THEORY—This investors’ service has 
constantly applied the “Dow Theory” in its market forecasts. 
Bulletins will be forwarded without cost or obligation in- 
dicating the current market outlook and past record of 
bulletins. 

SANTA FE WINTER TRIPS—If you are planning a winter 
vacation trip to California or Arizona, you will find much of 
interest in this booklet. : 

STOCK MARKET PROFITS—Is the title of a 33-page brochure 
ae a successful approach to technical ‘stock market 
rading. 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


1933 
4 WEEKLY TRADE INDICATORS Jan.13 Jan. 6 Jan. 14 
*Crude Oil Production (bbls.)....... 2,311,250 2,165,950 2,011,050 
Electric Power Output (000 K.W.H.) 1,646,271 1,563,678 1,495,116 
tSteel Output (% of capacity)....... 4.2 30.7% 15% 
_ tAutomobile Production (U.S. A.)... 30,239 20,307 31,950 
Commodity Price Index........... 72.1 71.9 54 
1934 —— 1933 
Jan.6 Dec. 30 Jan. 7 
§Rank Clearings New York City..... $3,060 $2,854 $3,157 
§Bank Clearings Outside of N. Y.C.. 1,740 1,500 1,879 
499,939 450,622 439,469 
Bituminous Coal Production ....... 1,386,000 1,289,000 1,156,000 
Financial World Index of Indus- 


*Daily Average. +tAs of beginning of following week. tCram’s Re- 
port. §000,000 Omitted. Journal of Commerce. 


4 FEDERAL RESERVE REPORTS MEMBER BANKS 


1933 
(000,000 omitted) Jan.10 Jan. 3 Jan. 11 
Deposits—New York City........ > ,229 $6,354 $6,886 
Deposits—Outside New York City.. 9,636 9,661 9,259 
Lo uns on Securities—N. Y. C.. 1,744 1 
Lo ins on Sec.— Outside N. Y.C. 1,873 1,876 2,143 
*Investments—New York City...... 1,098 06 1,093 
*iInvestments—Outside N. Y.C..... 1,871 . 1,889 1,882 
Total loans and discounts.......... 8,209 8,385 8,734 
Total commercial loans............ 4,712 4,765 5,011 
Total net demand deposits......... 10,950 10,952 11,232 
Total time deposits................ 4,343 4,351 4,655 
Total brokers’ 746 837 381 
4 RESERVE SYSTEM 
Federal Reserve System gold ratio. . 59.3% - 59.9% 60.4% 
N. Y, Federal Reserve Bank ratio... 57.6% 57.0% 60.7 
Total Money in Circulation........ $5,684 $5,791 $5,589 


*Other than U.S. Govt. Securities 


4 FOREIGN EXCHANGE 
1933 1932 1933 1932 
Jan. 17 Jan.16 Jan. 17 


an. Dollar . 99.87 
3.92c France..... 6.29 


8 Cotton (ib.).. 

.90 | Gold (0z.)...34.06  ....... 
5.26 Italy..... 8.39 .11 % | Iron (ton). .. 19.26 13.34 
13.90 Belgium*. 22.35 13.85 % | Rubber (lb.). .0897 .0291 
23.82 Germany. 38.05 23.76 Silver (0z.).. .44% .25\% 
49.85 Japan..... 30.44 20.69 Sugar (Ib.)... .043 
11.96 Brazilt..... 8.60 7.45 §Wheat (bu.). .90% ATK 


*Belga. tNominal. §May futures. 


Par Jan. 16 
$4.86%4 England....$5.08'% $3.35 Copper Gb.) $0.08 $0.05 
100 C¢ 87.3 -1160 .063 


4 WEEKLY CAR LOADINGS 


Freight car loadings indicate current sectional business ‘conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 
current month. 

Week ended Same 
December 30 week Change 


Eastern District 1933 1932 % 
Baltimore & Ohio......... eer 33,041 29,710 +11 
Chesapeake & Ohio............... 20,018 19,141 + 5 
Delaware & Hudson.............. 8,515 8.264 + 3 
Delaware, Lackawanna & Western. . 11,508 9,985 +15 
Norfolk & Western............... 14,772 13,473 +10 
New York, New Haven & Hartford.. 15,743 15,970 - 1 
New York, Chicago & St. Louis. .... 9,109 8,031 +13 
Pennsylvania. ..... 68,868 63,311 + 9 
Pere Marquette. . nas 6,751 6,848 - 1 
20,317 18,837 + 7 
Western Maryland 6,133 4,400 +39 
Southern District 

Atlantic Coast Line............00. 9,080 8,416 + 8 
22.993 19,257 +19 
Louisville & Nashville............. 17,380 14,098 +23 
Southern Ry. System............. 20,773 19,673 +6 
Northwest District 
Chicago & Great Western......... 3,415 3,197 +7 
Chi., Milw., St. Paul & Pacific. ..... 17,752 16,113 +10 
Chicago & Northwestern 21,409 18,361 +17 
Great Northern... 7.566 ,587 +15 
Northern 7,774 6,519 +19 
Central West District 

Atchison, Topeka & Santa Fe....... 16,665 15,930 + 5 
Chicago, Burlington & Quincy...... 16,114 13,646 +18 
Chicago, Rock Island & Pacific... ... 13.529 12.975 + 4 
Chicago & Eastern Illinois.......... 4,099 3,070 +34 
Denver & Rio Grande Western..... 4,488 3,48 +29 
Southern Pacthc... 18,098 15,932 +14 
Southwestern District 
Kansas City Southern............. 2,673 2,38% +12 
Missouri-Kansas-Texas............ 5,517 5,009 +10 
15,71 14,608 + 8 
St. Louis-San Francisco........... 9,076 8,189 +11 
St. Louis-Southwestern............ 2,714 2,451 +11 


(Compiled from American Railway Association figures) 
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By Regular Reading of 
America’s 31-Year-Old 
Investment Weekly 


HE time for recriminations and post mortems has passed. The United States has finally passed 
through its greatest depression. The outlook is now bright for those investors who realize the 
necessity of keeping financially posted in the promising months ahead. 


You have two choices. You can either invest in the usual haphazard manner (with the usual penalties) 
or make up your mind to get ample information on securities before investing, rather than afterwards. 
If your future slogan is to be “investigate before investing,” you will do well to follow the example 
of thousands of successful investors who are relying upon The Financial World for dependable and 
unbiased investment guidance in the recovery period ahead. 


if Bene Financial World insists—has insisted for 31 years—that the road to a competence is not 

through get-rich-quick or fly-by-night promotions, not through tips, rumors or gossip, not through 
blind and reckless speculation. Such supposed royal roads to riches lead inevitably to disillusionment 
and loss of funds. 


A sound editorial policy of seeking out substantial and growing values for its subscribers is the secret of 
The Financial World’s noteworthy success in helping investors. In almost every weekly issue 
it points out to you basic values (with future possibilities) that are the keystone of “estate building” 
investments. Our bond analyses and weekly bond department are also helpful to “bond-minded”’ 
investors. 


There are today millions of investors who would be much better off financially a few years from now if 
they spent the small amount of time and money necessary to keep financially posted through The 
Financial World’s Threefold Investment Service from now on. 


HE Financial World does not even attempt to guide the day-to-day speculator. It does, however, 

afford numerous time-saving and dependable investment aids that help the intelligent investor 
handle his funds to much better advantage than he could otherwise. Surely even a moderate increase 
in your investment success is worth far more than $10. 


Now that we appear to be on the threshold of really better times, you owe it to yourself to take advan- 
tage of the many constructive features we give to our subscribers for the nominal sum of $10 for a 
year’s subscription. Besides The Financial World each week, you will also receive each month “Inde- 
pendent Appraisals of (1300) Listed Stocks” and the valuable privilege of asking for advice on 
securities. Frequently an enthusiastic subscriber tells us we give more for $10 than other services give 
for five or ten times that amount. 
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, 53 Park Place, New York, N. Y. To An Investor Friend 
Success in I enclose $10 for a year’s subscription for the Financial World (America’s 31-Year-Old Investment 
1934 Mail Weekly) together with all the other regular features of your Threefold Investment Service. In addi- 
tion, I wish to have you send me by return mail a free copy of your 116-page book — “Profitable 
Coupon Investment Simplified” — (Vital Facts About 50 Leading Stocks). 


Today 


THE SCHWSHINLER PRESS, N. 


Profit Most from 1934 Recovery = 

| 
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A Small Investment in the Right Books 
Should Pay Good Dividends 


“BASIC PRINCIPLES OF SPECULATION” 
By Thomas Gibson (142 pages)........++++++: $2.00 
Author of ‘‘Simple Principles of Investment’’, ‘‘Pitfalls of 
Speculation’’, etc. 

The name of Thomas Gibson, as a keen student of securi- 
ties and markets, is too well known to require introduc- 
tion to readers of The Financial World. In this book, 
published in 1926, he maintains that speculation is a 
business whose basic principles, if understood and adhered 
to, will lead to intelligent plans and policies. Read what 
these principles are and how they may be practically and 
profitably applied to operations in the security markets: 
Mr. Gibson cautions against impatience, chart-playing, 
stop loss orders, etc. and discusses in simple terms, the 
most important influences bearing upon security values. 

Price $2.00 postpaid. 


“UNDERSTANDING THE STOCK MARKET” 
By Alliston Cragg (276 pages).....+..-++e+0005 $1.00 
Author of ‘‘Understanding Investment’ 


This book, first published at $2.50, clears up much of 
the mystery about Wall Street. After a bit of Wall 
Street history, the author explains: odd lot orders, how an 
out-of-town order is executed, buying on margin, the 
short sale, floor traders, specialists, how to give orders 
to the broker, G. T. C. orders, use of stop loss orders, 
rules governing delivery of stock, bid and asked prices, 
brokers’ charges, how rights are used, brokers’ time and 
call loans, brokers’ interest charges, use of convertibles, 
methods of manipulation, technical position, floating 
supply, the corner, the bucket shop, etc. Price $1.00 
postpaid. 


“TAPE READING and MARKET TACTICS” 
By Humphrey B. Neill (232 pages)........++++: $3.00 


If you are interested in the intermediate swings of the 
market with their added risks, you will want to study 
Neill’s theories of: what is behind the ticker tape; mean- 
ing of volume; stock market technique; market poise; 
importance of the time element, etc. 


“THE STORY OF WALL STREET” 


Out of Print—Only a Few Copies Available— 
(Published at $5.00) 


By Robert Irving Warshow (362 pages).......... $3.50 


This book, published in 1929 (second edition 1930), is 
a vivid portrayal of Wall Street manipulations and mani- 
pulators from Jacob Little, first of the manipulators, down 
to Drew, Vanderbilt,.Gould, Jay Cooke, Keene, Gates, 
Harriman, Durant and others. The book dramatizes a 
thrilling financial epic that has passed. Rich in remini- 
scence and in pictorial illustration of early Wall Street 
aoe and picturesque personalities. Price $3.50 post- 
id. 


“SUCCESSFUL SPECULATION IN 
COMMON STOCKS” 
By William Law (420 pages)......... Serre $3.50 


The technique of stock speculation is here analyzed and 
explained. Also the essential risks and how those risks 
may be reduced to a minimum. Among the interesting 
subjects discussed are: “Stop Orders,”’ ‘“‘Chart and Tape 
Reading,”’ ‘‘Margin Trading,” ‘‘Technical Condition of 
the Stock Market,”’ “Influences Affecting Stock Prices,” 
“A Sound Policy of Speculation,” etc. Price $3.50 
postpaid. 


“STOCK MARKET THEORY and PRACTICE” 


By R. W. Schabacker (875 Pages) Published a 
$7.50—Limited Cash -$6.00 


An unusually comprehensive book, by Forbes’ Financial 
Editor, to help both the investor and the speculator. 
Nearly 100 pages are devoted to interpretation of vertical 
line charts. There are 105 charts and graphs to illustrate 
the text. The 27 chapters cover a wide range of useful 
stock market information, including ‘Stock Exchange 
Credit and Marginal Trading,’ Short Sale,’’ Odd- 
Lot Dealing,” ‘Brokers’ Loans,” ‘Outside Stock Ex- 
changes,” “Introduction to Stock Analysis,” “‘The Tech- 
nical Side of the Market,’’ Taking the Worry Out of 
Trading,” etc. Published at $7.50—limited cash price 
$6.00 postpaid. 


TWO DICTIONARIES OF WALL STREET 


Probably every term or expression that you ever heard or are likely to see or hear in connec- 
tion with stock and commodity market activities will be found briefly defined and explained 
in one of the two indispensable financial reference books listed below: 


“ENCYCLOPEDIA OF BANKING AND FINANCE” 
(Published at $10.00 a copy) 
By Glenn B. Munn (765 pages). $3.00 


An alphabetical reference manual defining and explaining 3275 
terms relating to investments; securities; speculation; business 
organization: insurance; commodities: markets; brokerage; 
foreign exchange: trusts, finance; banking practice, history. 
law, accounting and organization; money and credit. A finan- 
cial library in one volume. Other useful features include: 
valuable statistical tables of cotton, wheat and corn production 
and prices, tables of bank failures, foreign trade balances, 
tables of brokers’ loans, stock exchange sales, annual gold pro- 
duction and holdings, ete. Price $3.00 postpaid. 


“CROWELL’S DICTIONARY OF BUSINESS AND 


FINANCE”’ 
Revised Edition (608 pages).......cccccccccccccccecccccees $3.50 


Thousands of questions answered here for the business man and 
the investor: What is a Put or a Call on a stock? Federal 
Reserve Ratio? Rights? A Wash Sale? Scalping? Undigested 
Securities? Selling Short? Short Market? Stop Loss Order? 
Rigged Market? Kiting? Voting Trust? Funded Debt? Index 
Number? Hedging? Yield (Bond) to Maturity and How Fig- 
ured? Fiat Money? Holding Company? Joint Stock Company ? 


“ed Emptor? Price $3.50 postpaid. (With thumb index 
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